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1 INTRODUCTION

2 Q.

3 A.

Please state your name for the record .

My name is Timothy J. Coley.

4

5 Q.

6 A.

Have you previously filed testimony regarding this docket?

Yes, I have. l filed direct testimony in this docket on April 12, 2010.

7

8 Q.

9 A.

10

11

12

13

14

15 Again,  i n  my

16

17

18

What is the purpose of your surrebuttal testimony?

My surrebuttal testimony will address the Company's rebuttal comments

pertaining to the adjustments l recommended in my direct testimony. This

testimony will address the three systems on a stand alone basis, which

includes Bella Vista Water Company ("BVWC"), Northern Sunrise Water

Company ("NSWC"), and Southern Sunrise Water Company ("SSWC"), in

addition to the three systems being merged as Bella Vista Water

Company (Consolidated) ("BVWC (Consolidated)").

surrebuttal as in direct testimony, l sponsor two primary issues, which are

the Accumulated Deferred Income Taxes ("ADlT") and Algonquin Power

Trust ("APT") Central Office Cost Allocations. In addition to those two

19

20

21

22

matters, my surrebuttal testimony will address the Company's revised

rebuttal position regarding the requested Hook-up Fees ("HUF") tariff and

address the proposal of the Company's witness, Mr. Peter Eichler, to hire

an independent third party auditor to attest to the APT cost allocations.

1
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1 SUMMARY oF RECOMMENDATIONS

Required Revenue2
3
4 Q. What are RUCO's recommended surrebuttal revenue requirements for

5

6 A.

BVWC, NSWC, SSWC and BVWC (Consolidated)?

RUCO witness, Mr. Rodney Moore, addresses RUCO's recommended

7

8

overall revenue requirements in his testimony while Mr. William Rigsby

sponsors RUCO's recommended cost of capital for the four scenarios

referenced ¢'8lbOV€.19

10

11 Rate Design and Rate Consolidation

12 Q.

13

Which RUCO witness(s) will be sponsoring testimony concerning the

Company's request for rate consolidation of the BVWC, NSWC, and

SSWC into one BVWC (Consolidated) rate structure for the three separate14

15

16 A.

systems?

RUCO's Director, Ms. Jodi Jericho, will provide policy testimony regarding

RUCO's recommendations on rate consolidation. Mr. Moore will sponsor17

18

19

RUCO's rate design schedules for BVWC, NSWC, and SSWC on a stand

alone system basis. He will also provide rate design schedules on a

consolidated BVWC, NSWC, and SSWC basis in his testimony for the20

21 Commission's public policy consideration.

22

23

1 The four scenarios referenced are BVWC, NSWC, and SSWC based on a stand alone basis in
addition to BVWC, NSWC, and SSWC being merged as BVWC (Consolidated).

2
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1 Accumulated Deferred Income Taxes

2 Q. Did RUCO use a revised methodology for calculating its ADIT

3 recommendations in surrebuttal testimony?

4 A. Yes. RUCO's surrebuttal ADIT methodology will be fully explained later.

5

6

7

The new methodology will serve as RUCO's primary position in this

proceeding. The position taken by RUCO in direct testimony regarding

ADIT will now be its alternative position.

8

9 Q. Please summarize RUCO's revised surrebuttai recommendations

10 regarding ADIT for BVWC, NSWC, SSWC, and BVWC (Consolidated)'?

RUCO's revised surrebuttal ADIT recommendations are as follows:11 A.

Company

Company

Adjusted

Test-Year

ADIT

RUCO

ADIT

Adjustment

RUCO

Recommended

ADIT

Balance

Bella Vista $ 230,850

Northern Sunrise (4,144)

Southern Sunrise (51 _588l

($ 2,703,488)

(57,525)

(84514)

($ 2,472,638)
(61 ,669)

(133,202)

12

13

14

15

16

17

18

19 BVWC Consolidated 173,3292 ($ 2,879,543)3 ($ 2,706,214)4

2 The BVWC (Consolidated) Adjusted Test-Year ADIT amount column does not foot down. The
total  equals $175,1 18 rather than the $173,329 as shown in the Company's BVW C
(Consolidated) B-1 Schedule. This is due to different effective income tax rates for the scenarios
presented.

3 The total does not foot down correctly for the BVWC (Consolidated) recommendation. This is
due to different effective income tax rates for the different scenarios presented .

4 The total does not foot down correctly for the BVWC (Consolidated) recommendation. This is
due to different effective income Tex rates for the different scenarios presented.

3
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1 Note: Any number above in parenthesis reflects an ADIT liability balance,

2 which is a reduction to rate base (Le. Asset / (Liability)).

3

4 RUCO will fully explain its revised primary ADIT position later in this

5 testimony.

6

7 Q. Did RUCO provide another ADIT recommendation in its direct testimony

8 and schedules other than what was shown above?

9 A. Yes. RUCO's direct testimony position regarding ADIT now represents its

10 alternative recommendations. The alternative recommended adjustments

11

12

remain unchanged from RUCO's direct fi l ing and are shown on the

respective Schedules RLM-5(B).

13

14 Q. Please summarize RUCO's alternative recommendations for ADIT that

15

16

was provided in i ts direct testimony and remain unchanged in i ts

surrebuttai testimony?

17 A. The table below summarizes RUCO's alternative recommendations for

18 ADITI

19

20

21

22

23

24

25

4
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RUCO

Recommended

ADIT

Company

Company

Adjusted

Test-Year

ADIT

RUCO

ADIT

Adjustment Balance

Bella Vista

Northern Sunrise

Southern Sunrise

$ 230,850

(4,144)

(51 588)

(35 1,279,224)
(52,949)

(126,105)

($ 1,048,374)

(57,093)

(177,693)

BVWC Consolidated 173,3295 (S 1,458,278) ($ 1,284,949)

Any number above in parenthesis reflects an ADIT liability balance,

which is a reduction to rate base (i.e. Asset/ (Liability)).

Note :

1

2

3

4

5

6

7

8

9

10

11

12

13 Q. in its rebuttal filing, did the Company propose another adjustment to ADlT

that differed from its direct filing?14

15 A. Yes.

16

17 Q.

18

19

What is the Company's proposal for ADlT in its rebuttal filing that is

different from its direct filing?

A. The Company's proposed ADIT in its direct and rebuttal filing are as

20 follows:

21

22

23

5 The BV Consolidated Company Adjusted Test-Year ADIT amount column does not foot down
correctly. The total equals $175,118 rather than the $173,329 as shown in the Company's BVWC
(Consolidated) B-1 Schedule. This is due to different effective income tax rates for the four
different scenarios.

5
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Company

Direct

Company ADIT

Company

Rebuttal

ADIT Difference

Bella Vista

Northern Sunrise

Southern Sunrise

$ 230,850

(4,144)

(51 588>

($ 327,255)

(61 ,600)

(144_964)

($ 558,105)

(57,456)

(93,376)

1

2

3

4

5

6

7

8

BVWC Consolidated 1733296 ($ 572,006)7 ($ 745,335)8

9 As can be seen, the Company's direct filing showed an ADIT asset, which

10 increases rate base, in the amount of $173,329. In its rebuttal filing, the

11 Company is proposing an ADIT liability in all four scenarios, which is a

12 reduction to rate base, in the amount of $572,006 on a consolidated basis.

13 That is a difference of $745,335 from its original filing. Further discussion

14 regarding the Company's and RUCO's ADIT recommendations will follow

15 later in this testimony.

16

17 RUCO's ADIT rate base adjustments are shown on Surrebuttal Schedules

18 RLM-2 and RLM-3. The supporting detail for RUCO's ADIT adjustment is

19 shown on RUCO's Surrebuttal Schedules RLM-5(A).

20

6 The BV Consolidated Company Adjusted Test-Year ADIT amount column does not foot down
correctly. The total equals $175,1 18 rather than the $173,329 as shown in the Company's BVWC
(Consolidated) B-1 Schedule. This is due to different effective income tax rates for the four
different scenarios.

7 The BV Consolidated Company Adjusted Test-Year ADlT amount column does not foot down
correctly. This is due to different effective income tax rates for the four different scenarios.

8 The BV Consolidated Company Adjusted Test-Year ADIT amount column does not foot down
correctly. This is due to different effective income tax rates for the four different scenarios.

6
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1 APT Central Of ice Cost Allocations

2 Q. Briefly explain RUCO's adjustments to the Company's APT central office

cost allocations.3

4 A.

5

6

RUCO's adjustments to the Company's APT central office cost allocations

are three separate and distinct adjustments and are labeled 11(A), 11(B),

and 11(C) as follows:

7

8 1. RUCO Surrebuttal APT Central Office Cost Allocations Adjustment No.

9 6(A> This is the same adjustment that RUCO made in its direct

10

11

to

testimony and was fully explained there, with two exceptions. The two

exceptions are: 1) the use of an updated allocation factor and 2) the

use of the most updated known and measurable Canadian to US

dollars conversion factor. The new allocation factor is based on the13

14

15

16

fact that an Algonquin news release dated December 22, 2009 (See

RUCO Exhibit TJC-1) identified 71 Algonquin affiliates either owned or

operated by Algonquin Power Income Fund ("APlF")9 rather than the

70 affiliates listed in its 2008 Annual Report. The updated allocation17

18 factor utilized in RUCO's surrebuttal is 18 /71 = 25.35percent instead

19 of 17/70 24.29 percent from direct testimony. Ultimately, this

20

21

22

adjustment removes certain APT actual central office cost allocations

as being excessive and unnecessary in the provisioning of water utility

service. The adjustments remove the excessive and unnecessary APT

9 APIF is now known as Algonquin Power 8< Utilities Corp ("APUC"), and in my testimony, I refer
to APlF and APUC synonymously.

7
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1 costs from BVWC, NSWC, SSWC, and a consolidated BVWC as

2 shown below:

Company

RUCO

APT

Adjustment

Bella Vista

Northern Sunrise

Southern Sunrise

($ 122,927)

($ 5,088)

($ 12,1 18)

3

4

5

6

7

8

9

10 BVWC Consolidated ($ 140,134)

11

12 2. RUCO Surrebuttal APT Central Office Cost Allocations Adjustment No.

13 6(B) This is a companion adjustment to the Company's rebuttal

14

15

16

17

18

19

adjustment that removed $19,076"0 of certain APT costs from its

original rate application. Since RUCO disallowed the majority of the

APT cost allocations in RUCO Adjustment 11(A), RUCO's total

adjustment to account for the Company's rebuttal adjustment is much

less than the Company's consolidated BVWC amount of $19,076.

RUCO's surrebuttal adjustments remove certain APT cost allocations

from BVWC, NSWC, SSWC, and a consolidated BVWC as follows:20

21

22

23

24

10 This amount is based on the consolidated BVWC.
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Company

RUCO

APT

Adjustment

Bella Vista

Northern Sunrise

Southern Sunrise

(8 959)

($ 40)

($ 95>

1

2

3

4

5

6

7 BVWC Consolidated ($ 1,093)

8

g 3. RUCO Surrebuttal APT Central Office Cost Allocations Adjustment No.

10 6 C .-. This adjustment to the APT central office cost allocations is the

result of two RUCO data requests.11

12

13 Q.

14

15 A.

16

Please briefly explain this APT central office cost allocation adjustment

that resulted from the two RUCO data requests you mentioned above.

In RUCO formal Data Request No. 3.01, the Company responded by

providing an APT Excel schedule that showed the Company had incurred

17 $144,906 of APT cost allocations on a consolidated BVWC basis. In

18 RUCO informal Data Request No. 2, numbered 5.01, the Company

identified $156,149 of APT cost allocations for a consolidated BVWC. The19

20 Company's response to Data Request No. 5.01 reconciled to the

Other
21 Company's test-year book amount for the Outside Services

22

23

24

account found in the rate application on a consolidated BVWC basis. The

APT cost allocations are charged to that account. it appears that the

Company's test-year book amount was over-stated by the difference of

the two numbers referenced above in the amount of $11,243 ($156,149 -25

9

l H N al l ll ll
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1

2

$144,906 = $11,243) according to the Company's response to RUCO

formal Data Request No. 3.01. RUCO took the difference between the

3

4

two amounts mentioned above and allocated the $11,243 among the

BVWC, NSWC, and SSWC systems based on customer counts. The

5 adjustments to each system are as follows:

6

Company

RUCO

APT

Adjustment

Bella Vista

Northern Sunrise

Southern Sunrise

($ 9,863)

(S 408)

(S 972)

7

8

9

10

12

13 BVWC Consolidated ($ 11 ,243)

14

15 RUCO operating income adjustment numbers 6(A), 6(B), and 6(C) are

shown on RUCO's Surrebuttal Schedules RLM-6 and RLM-7. The16

17

18

supporting details are shown on RUCO's Surrebuttal Schedule RLM-

11(A), RLM -1 MES), and RLM-11(c).

19

20 Hook Up Fee Tariff

21

22

23

Hook Up Fee ("HUF"i Tariff

RUCO does not support the Company's HUF as proposed by the

Company for the reason given later in the surrebuttal testimony.

24

10
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1 Company's Proposal for a Third Partv Independent Auditor/CPA to Attest

to the APT Cost Allocations2

3

4

5

RUCO does not support the Company's proposal to hire an independent

third party auditor/CPA to attest to the APT cost allocations, which will be

discussed later in its surrebuttal testimony.

6

7 ORIGINAL COST RATE BASE ("OCRB") ADJUSTMENTS

8 Surrebuttal OCRB Adjustment No. 3 Accumulated Deferred Income Tax

9 ("ADIT")

10

11 Q.

12

is RUCO proposing a different methodology for calculating its ADIT

recommendation here in its surrebuttal testimony than was proposed in its

13

14 A.

direct filing?

Yes. RUCO is providing an additional methodology for calculating its

surrebuttal ADIT recommendation as shown on RUCO Schedule SURR15

16 RLM-5(A).

17

18

19

The new methodology now represents RUCO's primary

position regarding i ts ADIT recommendation to the Commission.

However, RUCO's direct testimony ADIT recommendation remains part of

this filing as an alternative and is shown on RUCO Schedule RLM-5(B).

20

21

22

23
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1 Q. Does RUCO use its alternative direct testimony ADIT recommendation

here in its surrebuttal schedules in calculating its surrebuttal revenue2

3

4 A.

5

requirements?

No. RUCO's surrebuttal revenue requirement is based on its new primary

ADIT methodology as proposed here in its surrebuttai testimony.

6

7 Q. Please explain the difference between RUCO's surrebuttal ADIT

8

9 A.

10

11

methodology to the method used in RUCO's direct testimony.

RUCO's surrebuttal methodology more closely resembles the Company's

methodology with the exceptions of particular ADlT component balances.

Each component of the ADIT calculation will be fully analyzed below.

12

13 RUCO's direct ADIT methodology allocated the parent Company, APIF,

ADIT balance based on assets and is fully discussed in RUCO's direct14

15 testimony. That method assures full allocation of the parent's ADIT

16 balance.

17

18 Q.

19

Did the Company change its position in its rebuttal filing regarding its ADIT

proposal in this proceeding?

20 A. Yes, it did. Overall, the Company employs the same basic methodology it

utilized in its direct filing. , However, the Company's requested ADIT21

balance has changed substar\tiaily in its rebuttal filing.
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1 Q. How does the Company's request for ADIT in its direct testimony compare

2 to its request in its rebuttal testimony?

3 A. The table below shows the amount of ADIT requested by the Company in

4 both its direct and rebuttal filing as follows:

5

Company

Company

Direct

ADIT

Company

Rebuttal

ADIT Difference

Bella Vista

Northern Sunrise

Southern Sunrise

$ 230,850

(4,144)

(51 588>

($ 327,255)

(61 ,600)

(144,964)

($ 558,105)
(57,456)
(93,376)

6

7

8

9

10

11

12

13

BVWC Consolidated 17/3,3z9" ($ 5'/2,006)12 ($ 745,335)13

14 Q. Did the Company address the cause of its change in ADIT positions?

15 A. Yes. The Company stated that the primary cause of its change in

16 positions was due to updated tax information that became available to

17 BVWC during the proceeding.

18

19

20

11 The BVWC Consolidated Company Adjusted Test-Year ADIT amount column does not foot
down correctly. The total equals $175,118 rather than the $173,329 as shown in the Company's
BVWC (Consolidated) B-1 Schedule. This is due to different effective income tax rates for the
four different scenarios.

12 The BVWC Consolidated Company Adjusted Test-Year ADIT amount column does not foot
down correctly. This is due to different effective income tax rates for the four different scenarios.

13 The BVWC Consolidated Company Adjusted Test-Year ADIT amount column does not foot
down correctly. This is due to different effective income tax rates for the four different scenarios.

13
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1 Q. Does RUCO agree with the Company's rebuttal position regarding ADIT'?

2 A. No. However, there are a few areas where RUCO can agree with the

3 Company.

4

5 Q. Please discuss the differences and similarities between RUCO and the

6

7

8

Company's ADIT calculation found on the respective schedules labeled

RUCO Schedule SURR RLM-5(A) and the Company's Schedule B-2,

page 5. Attached hereto for the convenience of the parties as RUCO

Exhibit TJC-2.g

10 A.

11

12

13

In the first column titled "Adjusted Book Value," the gross Plant-in-Service

and Accumulated Depreciation shown on lines 6 and 7 for both RUCO and

the Company are substantially the same. The insignificant difference,

which is only $28,946, for those two line items is due to different levels of

recommended plant and accumulated depreciation balances by the two14

15 parties.

16

17

18

19

20

Referring to the same column on the spreadsheet, the line item titled CIAC

on line 8 of both schedules is significantly different for two reasons.

RUCO shows a net test-year CIAC balance to be $311,458 while the

Company reports a CIAC balance of $4,472,325, which is a difference of

$4,160,867 between RUCO and the Company.21

22

14
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1 Q.

2

What are the two reasons you mentioned above that causes the

significant difference of $4,160,867 in CIAC between the Company and

RUCO's ADIT calculation?3

4 A.

5

6

The primary reason for the huge difference between the Company and

RUCO's CIAC component is the Company has converted 70 percent of

post-1995 Advances in Aid of Construction ("AIAC") to CIAC. Whereas,

RUCO's CIAC balance is the Company's actual adjusted test-year CIAC7

8 amount as reflected in their books.

9

10

11

12

13

14

15

The second reason contributing to the difference in the CIAC balances is

RUCO nets the test-year CIAC balance against the amount that has

already been amortized. Thus, the amount that has been amortized is

reflected in net Utility Plant in Service ("UPIS"). in the Company's direct

filing, it is readily apparent that the Company has deducted the full amount

of gross CIAC, which is a benefit for the Company/Shareholders and a

detriment to ratepayers.16

17

18 Q.

19

20 A.

Why is deducting the gross amount of CIAC versus the net amount a

benefit to the Company and a detriment to ratepayers?

The gross amount is a larger deduction to the book basis and therefore,

21 moves the book basis closer to the lower tax basis amount. That reduces

22 the ADIT liability, which is a reduction to rate base.

23

15
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1 Q.

2

Does RUCO disagree with the Company's proposal to convert 70 percent

of the AIAC balance to GIAC when making its ADIT calculation?

3 A. Yes, for a couple of reasons.

4

5 Q.

6

7 A.

8

9

10

Please state the reasons why RUCO disagrees with the Company's

conversion of AIAC to CIAC when making its ADIT calculation.

First, RUCO believes the actual adjusted test-year CIAC balance14 that is

clearly reflected on the Company's B-2 Schedule should be used when

calculating ADIT not some fantasy amount of AIAC converted to GIAC,

created for the purpose of benefiting the shareholder.

11

12 Q.

13

14 A.

15

16

17

18

19

20

21

Well Mr. Coley, doesn't AlAC eventually convert to CIAC at some

contractual period in the future?

AIAC normally converts to CIAC at some point in time but not in this

particular case. The point in t ime that AlAC converts to CIAC is

determined by the Main Extension Agreement ("MXA") the Company has

with its developers. The Company's MXA provides for AIAC refunds for a

period of not less than 10 years.5 Generally, after at least 10 years, ii is

up to the Company to either extend the MXA and refunds until a period of

time at the discretion of the Company or convert the AIAC to CIAC at the

end of the contractual period and stop the refunds.

22

14 Gross CIAC netted against the amount that has been amortized over the years.
1.3 Arizona Administrative Code R14-2-406, Main Extension Agreements.

16
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1 Q.

2

Why does RUCO believe it would not be appropriate to convert AIAC to

CIAC in this particular case?

3 A.

4

5

RUCO reviewed several of the Company's MXAs and performed a study

using the Company's work paper labeled AIAC 8< Refunds (See RUCO

Exhibit TJC-3). The Company's work paper indicated the vast majority of

all MXAs have an indefinite or "open final due date" at which time the6

7

8

9

10

11

MXAs are to expire. The contracts are designed to make refunds until the

AIAC is paid in full. The study shown in RUCO Exhibit TJC-3, on the last

page, shows that of the original contract costs of $7,373,636 only 7.2

percent ($532,995 / 7,373,636 = 7.2%) or $532,995 have been refunded

as of the test-year end. These MXAs, shown in RUCO Exhibit TJC-3,

12

13

14

15

16

cover a time period dating back to 1978. As of the end of the test-year

only 7.2 percent have been refunded over the last 30 years. There is one

MXA dating back to 1979 that is not fully refunded yet. In addition to that

data, there is absolutely QQ indication at all that any amount of the

Company's AIAC has ever been converted to CIAC.

17

18 Q. is it RUCO's position that the CIAC component of the ADIT calculation

19 should be the amount of CIAC at test-year end?

20 A. Yes. The ADIT calculation should contain numerical components at test-

21 year end and not some unknown futuristic assumption.

22

23

17
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1 Q.

2

Was the AIAC issue of being converted to CIAC an issue in all four sets of

RUCO's Schedules for BVWC, NSWC, SSWC, and the consolidated

3 BVWC?

4 A. No. BVWC (Consolidated) and BVWC (Stand-Alone) were the only two

schedules that it affected. Northern and Southern Sunrise based on a5

6 stand alone basis did not have AIAC associated with their rate bases.

7

8 Q. Please discuss the other differences and similarities between RUCO and

9

10

the Company's ADIT calculation found on the respective schedules

labeled RUCO Schedule SURR RLM-5(A) and the Company's Schedule

11

12 A.

13

14

B-2, page 5.

In the second column titled "Tax Value," RUCO is in complete agreement

with the Company's rebuttal position regarding the "Fixed Asset" and

"AIAC" components shown on lines 9 and 10 for all systems.

15

16 Q.

17

in your previous answer, you said that "RUCO is in complete agreement

with the Company's rebuttal position regarding the "Fixed Asset" and

18 "AlAc" components" of the Company's ADIT calculation. Was there

19

20

something different with those components in the Company's direct filing

that RUCO would not have agreed with?

21 A. Yes. During RUCO's research of the MXAs, RUCO discovered that prior

22

23

to 1996 the MXAs were grossed up for taxes. Thus, the developers had

paid the income taxes up front at the time they entered into the MXAs.

18
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1

2

The Company's direct filing ADIT calculation included those amounts that

had already been grossed up for taxes.

3

4 Q.

5

Did the Company remove the pre-1996 MXAs from its ADIT calculation in

its rebuttal filing?

6 A. Yes.

7

8 Q. Does RUCO agree with the Company's third column titled "Probability of

Realization of Future Tax Benefit?"9

10 A. In part, RUCO agrees with the Company's data in the third column with

11 one exception.

12

13 Q.

14

Please address the one exception that RUCO does not agree with

pertaining to the column titled "Probability of Realization of Future Tax

Benefit'?"15

16 A.

17

18

First and foremost, RUCO disagrees with the Company's claim that AIAC

is an appropriate component when calculating ADlT. AIAC is a reduction

to rate base and the Company correctly decreases its rate base by the un-

refunded AIAC balance. But, the Company then uses the AIAC balance19

20

21

disguised as an ADIT component to increase rate base in its direct rate

application. AIAC is non-investor supplied capital and should never in

22 anyway increase rate base.

23

19



Surrebuttal Testimony of Timothy J. Coley
Bella Vista Water Company, Inc.
Docket No. W-02453A-09-0411 et al.

1

2

RUCO does agree with the Company that as AlAC refunds are made post

test-year future tax benefits will be realized. Arizona uses a historical test-

3 year not a forecasted test-year of what will happen in the future. The

4

5

6

7

8

9

10

11

Company's assumption that 30 percent of the AIAC refunds will be

realized anytime in the near future is preposterous. Thirty percent

represents $710,554 ($6,136,045 X 30% X 38.60% = $710,533)16 of AIAC

being refunded in future taxable years. As I have testified earlier and as

shown in RUCO Exhibit TJC-3, the Company has refunded slightly more

than $500,000 or 7.2 percent to date during the last 31 years. To assume

refunds of approximately one and a half-times what has been refunded

over 31 years, that just doesn't make sense.

12

13 Q. Did RUCO do an analysis to determine a more reasonable future tax

14 benefit factor?

15 A. Yes.

16

17 Q.

18

19 A.

20

21

22

Please explain RUCO's analysis to determine a more reasonable future

tax probability factor.

RUCO's analysis of the Company's AIAC 8¢ Refunds work paper

referenced earlier shows that the Company refunded approximately

$60,000 per year over the last 4-5 years. l made an assumption that the

Company would file another rate case in five-years and multiplied the five-

16 See Company Rebuttal Schedule B-2, page 5.

20
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1

2

years by the annual refund amount of $60,000 to obtain a target level of

$300,000 for the five-year period. The refunds appear to be increasing

3 slightly from year to year.

calculation found in RUCO Exhibit TJC-3 to be fair and reasonable. That

RUCO determined that its 7.2 percent

4

5 was the allocation factor used by RUCO for the probability of realization of

a future tax benefit for AlAC in this case.6

7

8 Q. Is RUCO in agreement with the Company on other components of the

ADIT calculation?9

10 A. Yes. RUCO is in agreement with the Company on the remaining numbers

11 in the schedules for calculating ADIT. Those numbers are products of the

12 numbers discussed earlier.

13

14 Q.

15

16 A.

17

What adjustments and ADIT balances does RUCO recommend for

BVWC, NSWC, SSWC, and BVWC (Consolidated)?

RUCO recommends the following ADlT adjustments and balances for the

four scenarios presented by RUCO as shown below:

18

19

20

21

22

23

24

25

21
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Company

Company

Adjusted

Test-Year

ADIT

RUCO

ADIT

Adjustment

RUCO

Recommended

ADIT

Balance

Bella Vista 8 230,850

Northern Sunrise (4,144)

Southern Sunrise (51 ,588)

($ 2,703,488)

(57,525)

(84,614)

($ 2,472,638)
(61 ,669)

(136,202)
BVWC c0nsolidated$173,329" ($ 2,879,543)18 ($ 2,706,214)19

1

2

3

4

5

6

7

8

9

10

11

12

Any number above in parenthesis reflects an ADIT liability balance,

which is a reduction to rate base (i.e. Asset / (Liability)).

Note :

13 OPERATING INCOME ADJUSTMENTS

14 Surrebuttal Operating Income Adjustment No. 6(A) - APT Central Office

15 Cast Allocations

to Q. Did the Company accept RUCO's APT cost pool allocation adjustments?

17 A. No.

18

19 Q. Does RUCO maintain its original direct testimony position regarding the

20 APT cost allocations?

21 A. Yes, with the two exceptions mentioned earlier in my summary testimony.

22 RUCO updated the allocation factor to 25.35 percent (18 /71 25.350/0)

17 The BVWC Consolidated Company Adjusted Test-Year ADIT amount column does not foot
down correctly. The total equals $175,118 rather than the $173,329 as shown in the Company's
BVWC (Consolidated) B-1 Schedule. This is due to different effective tax rates.

18 See RUCO BVWC (Consolidated) Schedule SURR RLM-5A.

19 See RUCO BVWC (Consolidated) Schedule SURR RLM-5A.

22
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1 rather than 24.29 percent (17 X 70 = 24.29%) utilized by the Company to

2 address the fact that the Company has 71 not 70 allocation units. In

3 addition, RUCO used the most current known and measurable Canadian

4 to US dollars conversion factor. RUCO fully discussed all remaining APT

5 cost allocation issues in its direct and summary surrebuttal testimony.

6

7 Q.

8

Does RUCO provide any further analysis or studies in surrebuttal that

support its conclusions regarding the APT cost allocations?

9 A. Yes. RUCO Exhibit TJC-4, as attached, is a study of a number of other

10 Arizona water and wastewater companies. The study's focus is the

11

12

13

amount of total labor, wages, and corporate costs per customer on an

annual and monthly basis. The results support RUCO's conclusions and

position regarding the APT cost pool allocations.

14

15 Q.

16

17 A.

18

19

How does RUCO's study support the removal of the excessive and

unnecessary APT cost allocations?

When the APT cost allocations are removed from the total labor, wages,

and corporate costs, the cost for such expenses are still high, but align

more closely with other Arizona utilities as shown in the study.

20

21

22

23

23

W
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1 Q.

2

3

4 A.

Please provide RUCO's recommended adjustments for RUCO Adjustment

6(A) that disallows the majority of the APT cost allocations as being

excessive and unnecessary in the provisioning of utility service.

RUCO's Adjustment 6(A) is shown in the table below:

5

Company

RUCO

APT

Adjustment

Bella Vista

Northern Sunrise

Southern Sunrise

($ 122,927)

($ 5,088)

(8 12,118)

6

7

8

9

10

11

12 BVWC Consolidated ($ 140,134)

13

14 Surrebuttal APT Central Office Cost Allocations Adjustment No. 6(B)

15 Q.

16

17 A.

18

Please explain RUCO's Surrebuttal APT Central Office Cost Allocations

Adjustment No. 6(B).

This adjustment was ful ly explained earl ier in RUCC)'s summary

surrebuttal testimony. l will show the adjustments that were necessary

19 below:

Company

RUCO

APT

Adjustment

Bella Vista

Northern Sunrise

Southern Sunrise

(8 959)

($ 40)

($ 95)

20

21

22

23

24

25

26 BV Consolidated ($ 1,093)

24
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1 Surrebuttal APT Central Office Cost Allocations Adjustment No. 6(C)

2 Q Please explain RUCO's Surrebuttal APT Central Office Cost Allocations

3

4 A.

Adjustment No. 6(C).

This adjustment was fully explained earlier in RUCO's summary of

5 surrebuttal testimony. will show the adjustments that were necessary|

6 below:

Company

RUCO

APT

Adjustment

Bella Vista

Northern Sunrise

Southern Sunrise

($ 9,863)

($ 408)
972

7

8

9

10

11

12

13 BV Consolidated ($ 11,243)

14

15 Company Proposal for a Third Party APT Cost Allocations Audit

16 Q.

17

Does RUCO support the Company's Proposal for a Third Party

Independent AuditorlCPA to attest to the APT Cost Allocations?

18 A. No.

19

RUCO does not support the Company's proposal to hire an

independent third party auditor/CPA to attest to the APT cost allocations.

20

21

22

23

25



Surrebuttal Testimony of Timothy J. Coley
Bella Vista Water Company, Inc.
Docket No. W-02453A-09-041 1 et al.

1 Q. What is RUCO's position on the Company's suggestion that the

2 Commission approve the APT cost pool subject to the attestation of a third

3 party independent CPA?

4 A. The Company's proposal does not address the inadequacy of its invoices.

5 CPA's Mich lick, Rowell, and Becker have all reviewed the invoices and

6 concluded the invoices do not provide adequate support to demonstrate

7 the cost allocations relate to the provisioning of utility service or are a

8 benefit to Arizona ratepayers."

9

10 Moreover, an independent CPA has the expertise to verify the existence of

11 an invoice, the independent CPA has no expertise to determine whether

12 the costs of that invoice are properly attributable to a regulated utility.

13

14 HOOK up FEE TARIFF

15 Q. Does RUCO agree with the Company's revised rebuttal position regarding

16 the new language added to the Company's proposed HUF tariff?

17 A. No.

18

19 Q. Did RUCO have an issue with the Company's proposed HUF tariff that

20 was originally filed in its direct rate application?

21 A. No.

20 See previous testimony regarding APT cost allocations of CPA Jeffery Michlik in SW-01428A-
09-0103 incorporated herein by reference. See also testimony of CPA Gerald W. Becker in ws-
02676A-09-0257 and testimony of CPA Sonn Rowell and Analyst Matthew Rowell in SW-01428A~
09-0103 incorporated herein by reference,

26
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1 Q.

2

3 A.

What language did the Company add to its rebuttal HUF tariff proposal

that RUCG opposes here in its surrebuttal testimony?

On page two of the HUF tariff, under the section titled IV. Terms and

4 Conditions subsection (B) Use of Off-Site Hook-up Fee, the Company

5 inserted the following language:

6
7
8
g

The Company shall not record amounts collected under this
tariff as CIAC until such amounts have been expended for
plant.

10 If the Company would have inserted the following language below rather

than what is shown above, RUCO would have supported the Company's11

12 HUF tariff proposal.

13
14
15
16
17

The Company will record amounts collected under this tariff
as CIAC upon receipt of such amounts of monies and/or
plant.

18 Q.

19

20

21 A. Yes.

22

Doesn't the Uniform System of Accounts for Class A Water Utilities

specifically state that when monies andlor plant is received at no cost to

the utility that it be recorded as GIAC?

The Uniform System of Accounts for Class A Water Util ities

specifically states the following:

23

24

25

26

27

27
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Contributions in Aid of Construction

271. Contributions in Aid of Construction

A. This account shall include:

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16

1, Any amount or i tem of money, services or
property received by a utility, from any person
or governmental agency, any portion of which
is provided at no cost to the uti l i ty, which
represents an addition or transfer to the capital
of the utility, and which is utilized to offset the
acquisition, improvement or construction costs
of the utility's property, facilities, or equipment
used to provide utility services to the public.

17 Q.

18

That particular section of the Uniform System of Accounts certainly does

not support the Company's proposal to avoid recording amounts collected

under this tariff "as CIAC until such amounts have been expended for19

20

21 A.

22

23

plant" does it Mr. Coley?

No. RUCO's interpretation of that section of the Uniform System of

Accounts is CIAC should be recorded immediately upon receipt regardless

of when it is expended. RUC() cannot support the Company's proposed

HUF tariff for that reason.24

25

26 Q. Does your silence on any issue constitute RUCO's acceptance.

27 A. No.

28

29 Q. Does this conclude your surrebuttal testimony?

30 A. Yes, it does.

28
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Algonquin Power - News Releases 2009 Page l of 1

Algonquin Power & Utilities Corp. Announces Agreement for Internalization of Management

OAKVILLE, Ontario- December 22, 2009- Algonquin Power & Utilities Corp. ("Algonquin") (TSX: AQN) announced today that, as part of its corporate conversion
and re-structuring strategy, it has reached agreement with Algonquin Power Management Inc. (the "Manager") to internalize all management functions which are
currently provided by the Manager.

To effect this change, Algonquin will acquire the Manager's interest in the management agreement, with consideration to be paid in the form of issuance of
1,158,748 Algonquin shares (the "Shares") (which represents total consideration of $4.0 million based on the average closing price of $3.45 for the Shares for the
20 day trailing period ending November 19, 2009, the date upon which agreement in principle was reached with the Manager respecting the acquisition of the
management agreement). This agreement-in-principle was ratified by the Board of Directors of Algonquin (the "Board") on December 21, 2009 following Algonquin
structuring appropriate employment arrangements with the individuals who are continuing in management roles.

In accordance with the policies of the Toronto Stock Exchange, approval of the issuance of the Shares will be sought from shareholders at the next annual general
meeting, The beneficial interest in the Shares of those individuals who are continuing in management roles with Algonquin is intended to create and maintain
alignment with the interests of Aigonquinls shareholders.

Effective immediately, tan Robertson will assume overall responsibility for Algonquin operations as Chief Executive Officer and will be invited to join the Board
Chris Jarrett will be invited to join the Board and will assume the role of Vice Chairman, in which capacity he will be co-directing the development of strategy waiN
Algonquin management. David Kerr has been retained to provide transitional services to Algonquin.

"Consistent with corporate governance best practices and representing the final step in our corporate conversion and strategic shift. Alic-nquin's Directors
determined it appropriate to internalize all management functions of Algonquin and its operating subsidiaries", stated Ken Moore, chairman of the Board "The
internalization ensures total alignment of Algonquin management with the performance of the company, and reinforces our commitment to delivering total
shareholder return!

Blair Franklin Capital Partners Inc., financial advisor to the Board, has provided an opinion as at November 19, 2009 that the consideration to be paid by Algonquin
pursuant to the transaction is fair, from a financial point of view, to the shareholders. Mercer (Canada) Limited was retained by the Board to provide advice and
develop a competitive compensation structure for Algonquin's senior management upon completion of the management internalization.

ABOUT ALGONQU1N POWER & UTlLlTlES CORP.
Through its distinct operating subsidiaries, Algonquin owns and operates a diversified approximately $1 billion North American portfolio of clean renewable electric
generation and sustainable utility distribution businesses. Aigonquin's electric generation subsidiary includes 42 renewable energy facilities and 11 high efficiency
thermal energy facilities representing more than 400 MW of installed capacity. Through its wholly owned subsidiary, Liberty Water Co, Algonquin provides
regulated utility services to more than 70,000 customers with a portfolio of 18 water distribution and wastewater treatment utility systems, Pursuant to a previously
announced agreement, Algonquin is committed to acquiring the California based regulated utility electric distribution and generation assets of NV Energy which
serve approximately 47,000 retail electricity distribution customers. Algonquin and its operating subsidiaries deliver continuing growth through an expanding
pipeline of Greenfield and expansion renewable power and clean energy projects, organic growth within its regulated utilities and the aggressive pursuit of accretive
acquisition opportunities. Algonquin's common shares and convertible debentures are traded on the Toronto Stock Exchange under the symbols AQN, A QNDB,
AQN.DB.A, and AQNDB.B. Visit Algonquin Power & Utiiities Corp. on the web at www.AlgonquinpowerandUtilities.com.

http://www.algonquinpower.com/newsroom/2009.asp 6/17/2010
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RUCO'S EXHIBIT

TJC-3



: elly Vista Water Comnanv, Inc.
advance in *i~ ~f Construction

As of 3/31/09
Original 2009I

Aqreemer LXA# Refunds Final Contract Contract 12/31/08

Date Development Began Due Date Amount Refund % Balance

B/14/79 1014 e1~ wHole OPEN 1 .940.00 20% 109,73

12/10/80 2001 Az Dot of Transportation OPEn 12,814.00 20% g 884.90

6/15/78 2004 - Win | amer OPEN 59,400.00 20% 0.00

04/02/90 2026 ~uena High School became"ol:>en" in 2004 . see file) OPEN 64051.00

Balances 138,205.00
Percentage Refunded

04/06/92 2027 of terra Vista - Tacoma OPEn 5,606.10 10% 5,270.52

08/25/92 2030 Northoark I - Lots 1-14,4569 OPEN 18,663.00 10% 2,282.77

04/21/93 2031 ~esert shadows - pp PA OPEN 37_410.82 10% 10,351 .43

08/02/93 2032 Northnark - Lots 14-44 OPEn 24,682.35 10% 3,267.83

10/15/93 2033 terra Court OPEN 11 ,352220 10% 0.00

12/28/93 2034 armed Subdivision OPEN 35,096.69 10% 21,236.99

01/17/94 2035 I  l a i allow - Lots 150-154 OPEN 9,671.98 10% 6,508.92

02/15/94 2036 ~e ~rt shadows - pp CB OPEN 22 772.00 10% 5,923.91

09/14/93 2037 headland's OPEN 39,686.30 10%

11/21/94 2038 her . Vista - Policeits o OPEN 21,223.30 10%

12/29/94 2039 ~illv Le arr OPEN 18,118.45 10%

05131/95 2040 ye  . orin's Lo1s 1-38 OPEN 34,023,00 10%
9,476.28

17 876.93

09/1/95 2042 ararat OPEN 72,557.00 10% 60,216.77

09/5/95 2043 I ocotillo Villas OPEN 17,044.50 10% 10,844.13
28,871.1709/20/95 2044 a e l p h 2 OPEN 35 062.50 10%

Balances 402,980.19 236,431 .49

Percentage Refunded 41 .3%

07/25/96 2045 -Store It OPEn 7 402.00 10%

02/2B/97 2046 Montero Bav Apps OPEN 46,000.00 10% 27,811 .48

12/20/98 2049-1 i t  o r  -  W e l l ire OPEN 10%234.40459 E 234,100.69
40,000.002049-2 old Ho - Addt'l Source OPEN 40,000.00 10%

12/12/96 2050 its o ye . Vista - Ball Field OPEn 34.30200 10% 34,302.00

02/1 1/97 2051 ildhor u I Pp A 24 Lots: 11~27 & 30.35) OPEn 58,680.00 10% 55,237.44

02/11/97 2052 i ldho e ubllphA Lots 29~36) OPEN 12,360.00 10% 11,655.02
20,399.1604/29/97 2053 era Va - e - Mt View OPEN 32,000.00 10%

05/05/97 2054 Fo~s OPEN 51,994.00 10% 42,464.36

10/17/97 2055 Wildhorse Sub I Pp B 28.29.3651 ) OPEN 94,477.55 10% 91,135.98

02/17/98
03/08/98

2056
2057

Rv o terra Vis a - Diaz Complex OPEN 33,480.00 10°/o

~cotillo Terrace/ Farkas OPEN 12,800,00 10/
03/12/98 2058 its of Sierra Vista - Hvdrant Additions OPEN 50,000.00 10% 50,000.00

08/10/98 ye . orin's Lots 39-70 OPEn 13.60000 10% 6,203.11

02/22/99 unrest Arts OPEN 48,629.00 10A> 36.36232

03/18/99 2061 Vista View OPEN 428.63205 10% 410_716.56

06/02/99 2062 D ~ Cochise LLC OPEN 108,368.21 10% 103,450.70
3.266.14.

68.90000
8 69427

06/1 B/99 2053 ~e ello- lark/Glenn/watkins OPEn 4,200.00 10%

06/21/99 2064 ~un of Cochise OPEN 68,900.00 10%

07/09/99 2065 ~ella Vis . Ranches - Re Block A/5 Parcel Split OPEN g 421.96 10%

11/09/99 2066 Westbrook OPEN 3,513.10 10% 3,001 .99

12/29/99 2067 Desert Lotus. LLC Mesa Verde Phase 2) OPEN 29,202.00 10% 28,703.12

04/26/00 2068 Cochise juvenile Center OPEN 32,488.35 10% 29,765.86

05/01/00 2069 v Maintenance Facilitv OPEN 105,648.96 10% 101.52590

06/01/00 2070 Conf:ave OPEN 11,925.00 10% 11128327

2059
2060

08/03/00 2071 c~tt Nichols OPEn 65,245.00 10%

09/15/00 2072 Atkins. MiIler.Weins4:henker OPEN 12,450.00 10%

11/7/00 2073 are Dental Building 10,800.00 10%

11/16/00 2074 ildhorse I. ph C Lots 2-10 OPEN 35,581 .00 10%

11/16/00 2075 ildho e II. Ph 8 Lots 37 70-79,59 OPEN 37.60600 10%

Balances 1,732,110.8B

~e entaqe Refunded
|

1,601 ,876.76
7.5%

1 .6013 76.76
7~.5%.

I

| |

...L_
.._L..

-i

AlAC _._.
Added _ _

-
|.

12/21109
Balance

109.73
9,884.90

0.00
26.3786820% 26,378.68 i--

_§e§3T§l6T
73.7% |

36,373 30
73.7%

.
_ ...,._.,L

:

|
.L.4

- -  1 . .

i

L .

1

34,4693 vii
19.83502 ; i

59220.52
2,28277

10,351 .43
3,257.83

.  0 .00
21 ,236.99

6,50B92
5 0 2 3 9 1

34,488.83
19,835.02

9,476.28
17,876.93
60,216.77
10,844.13
28,871 .17

-1.- .-
_.L ...?3-5,43149

41.3%I

E

.I

5599.74 :
i.

I

|
33,480.001

8976.99 I I .

|

i .

-.I
i

. . 4 ,

54,088.16 I
11,610.38'

090 :__

34.9ts&;@_§__
34.053 19 I

I

5,699.74
.. 27,81 1 .48
234,100.69
40,000.00
34,302 00
55,237.44
11,655.02
20,399.16
42,464.36
91 ,135..98
13,480.00

3,976.99
530,000.00
6,203.11

36,362.32
410,716.66
103,450.70

3,266.14
68,900.00
B,B9427
3,001 .99

28,703.12
29,765.86

101 ,525 90
11,283.27
54,088.16
11,610.38
_ .. 0.00
34,988.85
34 053 19



~ella Vista Water Comnanv. Inc.
Advance in Aid Of Construction
As of 3/31/09

Oriqinal
Aqreemer L><A# Refunds Final Contract Contract 12/31/08

Date Development Began Due Date Amount Refund % Balance

01/11/01 2076 Campus Drive Busn Pain Lots 1-14 OPEN 59,805.26 10% 59,500.81

03/01/01 2077 Dividend Homes London Square ll-Lots 21-36 8- 45 50 OPEN 13,78000 10% 10,75691

03/01/01 2078 Desert Lotus. LLC Mesa Verde-Ill-Lots 54-68 & 100.107) OPEN 25,000.00 10% 20 339.43

03/18/01 2079 Gav. David 8= Jovce OPEN 3,120.17 10% 2,959.79

05121101 2080 Art PhiIIiDs . Pierre Rd OPEN 3,956.57 10%

06/19/01 2081 Marshall. Jan OPEN 4,641 .07 10%

06/30/01 2082 Wildhorse 2 - Ph C - Lois 60-69 OPEN 28.42000 10% 0.00

06/15101 2083 V Regional Health Center OPEN 28,778.00 10%

02/15/97 2084 ind Vista pp 1-B (Lots 12-17,21-28 OPEN 38,520.00 10%

07/30/01 2085 CC II (Lots 10-17 OPEN 55,585.00 10% 55,454.98 \

10/18/01 2086 AZ Board of Resents - UofA OPEN 32,00000 10%

01/21/02 2087 a~a Ballator .. start 8/02 OPEn 14,745.50 10% 14,612.40

7/19/02 2088 ~ella Vista Ranches. LLC _ Las Hac lots 1-37 OPEN 197,000.00 10% 192,093.56

08/26/02 2089 an Pedro Dev II Inc. Lots 60-69 OPEN 11.225.20 10% 11 .03929

09/05/02 2090 haoa al Village North Lots 1-52 OPEN 88.32700 10% 75 615.75

12/16/02 2091 able. Lundin, Golladav/ Granite Place line ext OPEN 10,971.25 10% 10,781.40

08/28/02 2092 .Russell l Sandlin & Russell I Richards Rd line ex OPEN 10,977.76 10% 10,574.13

04/04/03 2093 ist le  1 woke Az. Inc/ Chaoarral-nh-2 . lots 53-170 OPEN 157,099.37 10% 145,319.61

04/31/03 2094 Port Rovale Apartments Corp OPEN 134,453.62 10% 125,957.49

05/12/03 2095 ~ividen~ Homes-The Ranch - Blk A - Phase 1 - lots 1-22 OPEN 33.81480 10%

06/10/03 2096 ~eserl Lotus. LLC / Mesa Verde Estates _ lots 115443 OPEN 76,478.00 10% 74,425.97

06/10/03 2097 ~, MacElhennv - Mesa Verde Heights _ Lots 1-15 OPEN 33,816.00 10%

10/10/03 2098 stat Palac . N. Ramsev Ranch Dr / Apache Pt Rd OPEN 12.420.00 10% 12,144.13

08/31/04 2100 Escondido-Phase 2. Lois 23-32 OPEN 14,685.12 10%

10/01/04 2200 Mini Warehouse Storage - R,H. Davis OPEN 1627528 t0%

10/05/04 2300 asks A~o~e _ BVR LLC The Ranch Block B OPEN 57,062.88 10% 63,634.77

08/01/05 2310 emends » Valeinte Phase I. Lots 101-204 OPEN 187,123,830 10% 178,315.88

08/01/05 a3 haul al vii oath Phase 3 OPEN 140,85130 133,590.8210%I

08/01105 2330 as haciendas II Blk C OPEN 8824820 10% 86,715,10

08/01/05 2340 Wild Ho e I. Phase D 4 Lots 62-77 OPEN 131 ,928.00 10% 131,928.00

08/01/05 2400 ~ividend Homes Escondido-Phase 3 OPEN 42,717.22 10% 41203.03
04/21/05 2410 Linda Vista Phase 2, Lots 29-39 & 42-47 OPEN 23,333.33 10% 78,094.20

12/20/05 2411 Familv Dollar Store - AZHand Investments LLC OPEN 8,620.00 10% 8,514.25

12/20/05 2412 entana ornorate Center, Bldus B & C OPEN 10,965.00 10% 10,807.18

12/20/05 2413 ~uena High School - Alternative Education Bldq OPEN 8,424.00 10% 8,290.31

12/20/05 2414 s ~I Creek Apartments - FIRE LINE ONLY OPEN 35,100.00 5% 29,835.00

12/20/05 2415 Induct Drive .. CCC II Lots 1-9 OPEN 41,407.93 10%

12/20/05 2416 use reno OPEN 5,953.00 10%

Balances 1,897,629.33

Percentage Refunded

1
1,834,790}3ii 1,834 790 84

33%

i
;,.--. -
1 -.-
I

4
20081
f8lL~§_
Add~8Q..-

4281909
E}.alance

~L
l4 .  -
l

3,128.49_
4.47549 I

26,775.77 4
37.511 .68 3

I

2882182
|

| 1,

. J
>
1

1

31 SOD QS 3

32809.88 1

13,61 t .69.
16.02070 1

1

_.1

L

i

._»

4 1 4 0 7 9 2
592224 1

59,500.81
10,756.91
20,33943
2,959.79
3,428.49
4,475.49

0.00
26,775.77
37,51 168
55,454.98
28,821.82
14,612.40

192,093.56
11,039.29
75,61575
10.781.40
10,574.13

145,319.61
125,957.49
31,500 96
74,425.97
32,809 88
12,144.13
13,611 69
16,020.70
63,634.77

_.tl78,315.88
133,59082
86,715.10

131,928.00
41,203.03
78,094.20
8,514.25

10,807.18
8,290.31

29,83500
41,407.93
5 Q77 94



IBella Vista Water Comnanv, Inc.

12/31/08

Advance in Aid Of Construction
AS of 3/31/09

Original
Aqreemer LXA# Refunds Fran Contract Contract
Date Development Began Due Date Amount Refund % Balance

07/31/06 2417 Legends | Valiente Phase \| OPEN 253,650.00 10% 249,412.77
3e/30106 2418 Chaoarral Village North OPEN 154,355.00 10% 152,355.61
06/30/06 2419 ChaDarral Viliaae North OPEN 3,477.00 10%
07/31/06 2420 Reflections 306,075.00
11/30/06 2421 Wildhorse H, Phase lit, lots 38-58 58,930.00
11/30/06 2422 Wildhorse ll, Phase IV, lots 9-28 OPEN 57,240.00 10%
11/30/06 2423 Hampton Inn 24,314.00
11130106 2424 Mesa Verde Estates Block B lots 133 207 270067000 27(L670.00

31 ,381 .77OPEN 31,542.00 10%11/30/06 2425
11/30/06 2426
11/30/06 2427
11/30/06 2429
12/31/06 2430

7,048.00 7,04800
1 133,631.60 133.631.60

32,142.00
5,400.00

12/31/06 2431 Cochise Oncoloqv 15,703.00
12/31/0B 2432 Piazza San Lorenzo 38,932.00 38,932.00
08117/06 7001 Kiniockitv Ranch 0.00
06/25/07 7004 The Oaks Phase 1 964, 159.53
03/14/08 7006 Ventana Office Building 59,044.76
11/29/06 7010 Garden Place Suites 10 vis 43,576.88
11/19/07 7013 Yucca Moving s. Storacze 10% l
11/07/07 7014 Sierra Vista Domestic Crisis Center
1 1/29/07 7015 Dr Patel Medical Center

7016 Citv of Sierra Vista Fire Station #3 10/»
7017 Campstone. Lots 1-B4 I 0.00
1020 Chaparral Village north pp PA 231 793.30

06/02/08 7021 Center for Academic Success 10 vis 140,448.00
7023 Centro Christiano Shiloh Church

08/19/08 7024 Cochise Countv Communitv College 10 vis
04/15/09 7025 Shaieb Office Building 10 vis
54124/09 7026 Savannah Springs Apartments

7029 Shiloh Christian Ministries
7030 Cochise College Phase 2

Balances 2,832,132.07
Percentage Refunded

I

BVW Balances 7,003,057.47 6 535 038.20372,241 806 162,796.90 i

Percentage Refunded

07/23/88 6004 Trebilcock 8131/91 agreed until 3,859.85
1 I

3359185 141224
634/

1141214
63.4 /

E

BVW Balances
Percentage Refunded

ZOJQ
AIAC
Added

144
B<1al

3

44 411 7

.5 4 8 17
$06 075 J0
58,330 JJ

1169 45
ZN $14 )0

Pueblo Las Brisks Jubdb/IJ n LA 1-16
Crossroads Commerce Center. Proto Lay warehouses 48.5
Casa Grande Subd vI non, its 1 Z7
Crossroads Commerce Center, lots 15816
Jlffv Lube

32 141 OJ
5.400 00

15 7J3 00

ZN 14
Z 06

1_,1 /
7  4  0

19.5 5160
$1 44
5 4  J

15/
58 5..

964 159.55
59 044 76
45 576 88

0 00
0 JJ
0 OJ
0 JO

:3 4 6

1.4/14/07
05/_51 /OB

451:79 50
140 448 00

4.51 7 3
14 .446 J

2453 ZN 51
15 4

120°

1 41 74



~ella Vista Water Comoanv, Inc.
* advance in Aid Of Construction
As of 3/31/09

Oriqinal
Aqreemex LXA# Refunds Final Contract Contract 12/31/08

Date Development Began Due Date Amount Refund % Balance A

07/01/93 6005 Foothills Ranch Ph #1 - (KE & G 8/31/94 OPEN 83,510.73 104
05/16/94 6006 Foothills #2 8/31/95 OPEN 17.22200 10%

10/12/94 6007 Hillcrest - George Mountiov 8/31/95 OPEN 4,429.58 10%

08/31/95 6008 Foothills Ph | . 4.5.6 8/31/96 OPEN 56.34480 10%

Total Bvw Balances
Percentage Refunded

120,725.22
25.3%

04/10/96 6009 ornev~ ale- 7u ~rs 8/31/97 OPEN 13,000.00 10% 7,255779

08/16/96 6010 foothills Ph II - 4.5.6 B/31/97 OPEN 30,000.00 10%

12/12/96 6011 t foothills Well 7? OPEN 115,702.00 10% 1111.46222
06/25/97 6012 foothills Ph Ill 8/31/98 OPEN 18,300.00 10%

07/20/98 6013 ind Vista Ph PA 8/31/99 OPEN 28 210.00 10% 23,869.59

BVW Balances
10.6°Percentaqe Refunded

Nicksville

Total Nicksville Balances 370,578.94 305,602.37

Percentage Refunded 17.5%

7,373,636.41Total BVW and Nicksville Combined
Percentage Refunded

.___...J
_1_

7»6'Q'

F\!»l3.-
Ld_Qq..

.

__..i_._ 148!81109
.Ba lanc e

19,132.99 L
6.89Z§9_!___.
2,§9i.;2_i_.. U

41 .0B0.12 |

70472.99
6,897.39
2,594.72

41 ,060.12
I |y. ,.

67898 120,725.22
25.3%I

25512.94
_ -+-

i
2.|

15.363.87

. Y.-255.79.
25,512.94

111,462.22
15,363.87
23.86959

'='1205j4?i658'
.L

i

183,464.41
10.6%

I

- I - ¢ox-¢-m
I - 183,464.41 .

i -
-J..

8
I

305.802 37 |
i

I 0.00 : 305,602.37

35,602.37
17.5%

I
|-_

6 4 6 4 9 3 8 1
12.3%

l...r...
9 - .

...... _

. 382,241 .so 6Q840,e40.58
7.2%
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Page 1

WATER COMPANIES IN ARIZONA
TOTAL LABOR I WAGE DOLLARS PER CUSTOMER ANALYSIS

COMPARISON oF ALGONQUIN UTILITIES WITH OTHER ARIZONA WATER COMPANIES WITH SHARED SERVICES

Liberty Water Services

Note

2008
Pro-Forma

W3Q&5 Expensed

2008
Pro-Forma

Customer Count

Annual
Wage Cost

Per Customer

Monthly
wage Cost

Per Customer

Be\la Vista Water Company
(Consolidated) 1 s 1,826,931 9,309 s 174.77 s 14.56

Arizona Water Company

Line
Individual Svstems: Note

2007
Pro-Forma

W3Q€S Expensed

2007
Prc)-Forma

Customer Count

Annual
Wage Cost

Per Customer

Monthly
Wage Cost

Per Customer

Average
Cost for

A s  w a l l

1 Coolidge Water 2 $ 619,942 4.703 $ 131.82 s 10.98

2 Lakeside Water 2 645,507 4,954 130.30 10.86

3 Sedona Water 2 846,835 6,298 134.46 11.21

4 Casa Grande 2 2,696,271 22,529 119.58 9.97

5 W inkelman 2 30,294 168 18032 15.03

11.61

6 Total Arizona Water Company
for All AWC 17 Water Systems 2 12,923,552 82,886 155,92 12.99

Arizona American Water Company

Note

2007
Pro~Forma

Wages EXD6TIISEd

2007
Pro-Forma

Customer Count

Annual
Wage Cost

Per Customer

Monthly
Wage Cost

Per Customer

Average
Cost for
AZ-AM

7 Agua Fria Water 3 $ 4,216,281 34,402 $ 12256 $ 10.21

8 Havasu Water 3 371,202 2,565 144.72 12.06

9 Mohave Water 3 1,840,872 16,635 110.66 9.22

10 Sun City Water 4 2,734,992 23,140 118.19 9.85

3 1,703,120 15,465 110,13 9.1811 Sun City West Water

12 Average Cost for the 5 AZ-AM Districts listed Above 10.10

13 Average Cost per Month for All 10 Systems on Page 3 11.55

Notes:
1. As Filed by the Company in Rebuttal in Docket No. W-02453A-09-0411 et al.
2. As Originally Filed by the Company in Docket No. W-01445A-08~0440
3. As Originally Filed by the Company in Docket No. w-01303A-08-0227
4. As Originally Filed by the Company in Docket No. W»01303A-09-0343



Page 2

WATER COMPANIES IN ARIZONA
TOTAL LABOR I WAGE DOLLARS PER CUSTOMER ANALYSIS

COMPARISON oF ALGONQUIN UTILITIES WITH OTHER ARIZONA WATER COMPANIES WITH SHARED SERVICES

Algonquin Water Services

Note

2008
Pro-Forma

Wages Expensed

2008
Pro»Forma

Customer Count

Annual
Wage Cost

Per Custom Er

Monthly
Wage Cost

Per Customer

Bella Vista Water Company
(Consolidated) 1 s 1,G26,931 9,309 $ 114.11 $ 14.56

American States Water

N t

2006
Pro-Forma

Wases Expensed

2006
Average

Custom Er Count

Annual
Wage Cost

Per Customer

Monthly
Wage Cost

Per Customer

t2 Chaparral City Water Company 5 $ 1 ,506,886 13,333 $ 113.02 s 9.42

13 Total Average Costs for Total AWC 17 systems, 5 AZ»AM districts, and 1 Chaparral System that utilize the Shared Services Concept s 10.84

Notes:
1. As Filed by the Company in Rebuttal in Docket No. WS-02676A009-0257
5. As Originally Filed by the Company in Docket No. W-02113A-07-0551

| l HI lll\l



Page 3
TOTAL LABOR I WAGE DOLLARS PER CUSTOMER ANALYSIS

COMPARISON oF ALGONQUIN UTILITIES WITH OTHER ARIZONA WATER COMPANIES

Algonquin Water Services

Note

2008
Pro-Forma

Wases Expensed

2008
Pro-Forma

Customer Count

Annual
Wage Cost

Per Customer

Monthly
Wage Cost

Per Customer

Bella Vista Water Company
(Consolidated) 1 s 1,626,931 s,3o9 s 174.77 s 14.56

Various Arizona Water Companies

Line
M Individual Svstems:

Note

2008
Annual Report

Wases Expensed

2008
Annual Report

Customer Count

Annual
Wage Cost

Per Customer

Monthly
Wage Cost

Per Customer

Average
Cost for

Various Co .

1 Rio Verde Utilities, Inc. _ Water 2 $ 257,754 1.688 $ 152.70 $ 12.72

2 Bermuda Water Company 2 810,371 7,672 105.63 8.80

3 Logo Del Ore Water Company 2 242,391 6,046 40.09 3.34

4 Average Cost per Month for the 3 Systems listed Above 8.29

5 Average for Pages 3, 4, and 5 10.20

Notes:
1. AS Filed by the Company in Rebuttal in Docket No. WS~02676A-09-0257
2, As Filed by the Company in its 2008 Annual Report Filed with the Commission
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Page 4
TOTAL LABOR I WAGE DOLLARS PER CUSTOMER ANALYSIS

INCLUDING APT COSTS As PROPOSED BY ALGONQUIN UTlLlTY SERVICES

Liberty Water

Line

£4.9 Note

Test Year
Company Proposed
Wases Expensed

Test Year
Average

Customer Count

Annual
Wage Casi
proposed

Per Customer

Monthly
Wage Cost
Proposed

Per Customer

1 LIPSCO Water Division 1 2,405,353 15.089 159.41 13.28

2 Rio Rico Utilities. Inc Water 2 891,735 6.190 144.06 1201

3 Bella Vista Consolidated 3 1 ,626,931 9,309 174.77 14.56

4 Average for Algonquin Water Companies Above 13.28

Notes :

1. As Filed by the Company in Rejoinder in Docket No. SW-01428A-09-0103
2, As Filed by the Company in Rejoinder in Docket No, WS-02676A-09-0257
3. As Filed by the Company in Rebuttal in Docket No. W-02453A~09-0411 et al.

TOTAL LABOR I WAGE DOLLARS PER CUSTOMER ANALYSIS
WITHOUT THE APT CENTRAL OFFICE cosTs

Liberty Water

Line
Note

Test Year
Company Proposed
Wases Expensed

Test Year
Average

Customer Count

Annual
Wage Cost
Proposed

Per Customer

Monthly
Wage Cost
Proposed

Per Customer

5 LIPSCO Water Division 1 2,094,874 15,089 138.83 11.57

6 Rio Rico Utilities, Inc Water 2 761,201 6,190 122.97 10.25

7 Bella Vista Consolidated 3 1,501,101 9,309 161.25 13.44

8 Average for Algonquin Water Companies Above 11.75

Notes:
1. AS Filed by the Company in Rejoinder in Docket No. SW~01428A-09-0103
2. As Filed by the Company in Rebuttal in Docket No. WS»0267SA-09-0257
3. As Filed by the Company in Rebuttal in Docket No. w-02453A-09-0411 et al.



1

.4 JIM IRVIN
COMMISSlQNER~CI-IAIRMAN

RENZ D. JENI6INGS
COMMISSIONER

CARL J. KUNASEK
CDMMISSIUNER

8,4
FT .. 41»-l

JACK ROSE
EXECUTIVE SECRETARY

ARIZ ONA CORPORAT ION COM M ISSION

Ju ly  28 ,  1998

94-"BW
I '
. ,J u d i d l  A .  G i g n a c
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-an

4.

Ng ®
r

J im' F isher
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U t i l i t i e s  D i v i s i o n
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En c lo s u re s
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*. LINE EXTENSION AGREEMENT (Revised 10ms7)

THIS AGREEMENT, entered into this 0 / 0 day of M / 1 / 7 , 199 K , by and
between BELLA VISTA WATER CO., INC. "Utility" and Edward Garvin ("Developer")
provides for the construction and installation of certain water utility facilities in order to provide
water service to certain property Developer intends to develop.

WITNESSETH:

WHEREAS, Utility is an Arizona public service corporation authorized to provide public
utility water service within a designated area of Cochise County, Arizona pursuant to certificates
of public convenience and necessity issued by the Arizona Corporation Commission
("Commission"), and

WHEREAS, Developer owns and intends to develop certain real property in Cochise
County, Arizona, which is located within Utility's certMcated service area, said property being
more particularly descnlbed in Appendix "A" hereto ("Development"), and

WHEREAS, under such circumstances the Commission's rules and regulations provide
that Utility may require Developer to advance funds for the construction and installation of such
facilities, said advance being known as an Advance-ln-Aid-of-Construction, and

• WHEREAS, Developer is willing to advance the necessary funds in this instance under
such an arrangement,

now, THEREFORE, it is mutually covenanted and agreed by and between the parties
hereto as follows:

|. Utility Plant Additions, Cost, Payment, Cost Estimate Conditions, Cost Revisions.

A. Utility plant Additions. Developer will construct, or cause lo be
constructed, in accordance with applicable Utility standards, the water utility plant described on
Appendix attached hereto and incorporated herein by reference.

B. Cost. The cost of construction of the subject Utility plant, as more fully
detailed in Appendix attached hereto and incorporated herein by reference, is estimated to
be $ 28,210.00 .

C. Payment. The Developer will cause the water utility plant described in
Appendix "B" to be constructed with payment therefor made directly to the Developer's
contractor. Cost attributable to taxes regulatory fees as specified in paragraph vo. andlor
actual costs in excess of the estimated cost shall be due and payable within ten (10) days of
Utility billing for the expense, except that those set forth in Appendix C shall be due and payable
upon execution of this Line Extension Agreement.

1
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D. Cost Estimate Conditions. The cost estimate in Appendix "C" is

conditioned upon the following:

(1) That Developer connect to water service only those properties specified
in Appendix "A" hereto, which is incorporated herein by reference, and that only those facilities
detailed in Appendix "B" are needed to serve the Development.

(2) That prior to the commencement of construction, all permits, licenses and
easements required under Section Ill are obtained.

(3) That all easements and n`ghts-of-way provided shall be free of obstacles
which may interfere with the construction of said facilities.

(4) That no design changes be made, caused or required by appropriate
utility construction standards, the Developer or his agent, the Arizona Department of
Environmental Quality, the Commission, any county health department, or other public agency
under whose jurisdiction the subject construction may fall.

(5) That construction will require conventional trenching only, and that no
rocky or cairche conditions be encountered, which require extra equipment rental, blasting,
(inducing additional traffic control), supplies, labor (including overheads), or any other
associated cost.

' E. Cost Revisions. In the event the conditions contained in Section LD., the
footnotes to Appendix or as set forth in any subsequent attachments to this document are
not met, the Utility reserves the right to revise the cost estimate contained in Appendix
any event, Developer shall be responsible for the actual cost of construction.

In

Service, Applicable Rates

A. Service. Notwithstanding any reference to fire protection facilities
contained in Appendices "B" or "C" hereto, the subject plant additions are being installed
primarily for the purpose of providing domestic water service to the Development. However,
under certain operating conditions, those facilities may provide limited fire protection service to
an appropriate fire protection agency, but NO REPRESENTATIONS OR WARRANTIES,
EITHER EXPRESS DR IMPLIED, ARE BEING MADE BY uTILITY As To EITHER THE
AVAILABILITY OR ADEQUACY oF FIRE PROTECTION SERVICE, AND DEVELOPER so
UNDERSTANDS AND AGREES.

B. Applicable Rates. It is mutually understood and agreed that the charges
for water service to said Development shall be at the applicable rates of Utility which are
currently on life with the Commission. Those rates are subject to change from time to time upon
application of utility and as approved by the Commission.

2
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Permits and Licenses, Easements, Title

A. Permits and Licenses. Developer agrees to obtain all licenses and
permits from public authorities which may be required for the construction of facilities under this
Agreement.

B. Easements. Prior to commencement of service, Developer will obtain
and convey to Utility, perpetual easements necessary for the operation and maintenance of
water lines, mains and appurtenant facilities, in the name of Utility, and in a form acceptable to
Utility.

C. Title. All materials installed, facilities constructed and equipment provided
in connection with construction of facilities under this Agreement and the completed facilities as
installed shall become the sole property of Utility when installed and accepted by Utility, and full
legal and equitable title thereto shall be then vested in Utility, free and clear of any liens, without
the requirement of any written document of transfer to Utility or acceptance by Utility. Developer
agrees to execute or cause to be executed promptly such documents as counsel for Utility may
request to evidence good and merchantable title to said facilities free and clear of all liens.

IV. Commencement of Performance and Time of Completion,

Commencement of Performance and Time of Completion. it is estimated that
Developer shall start the work to be performed under this Agreement on

, 1998 , and complete the ark to be performed under this
Agreement not later than 8,e,, , ,p,_>e¢! e=»4:¢ 998 . it is mutually understood and
agreed that these commencement and completion dates are estimates only and no liability shall
arise from failure to complete the facilities in accordance with said estimated dates.

Ju l y

v. Amount of Advance, Refund; Transfer

A. Amount of Advance. Based on the estimated costs contained in Section
l.B., the Advance by the Developer shall be a total of $

» - -l .-l l  L..-. - r _..

Section v. ll the actual construction cost is revised pursuant to Section I.E., the Advance,
including the tax impact, shall be adjusted accordingly.

28 ,210. 00 . cf the total advance,
-0- shall be a non-refundable contribution with the balance refundable pursuant to this

B. TaxeslRegulatory Fees. Developer shall be responsible for and pay any
and all regulatory fees, special assessments, excise charges, taxes (excluding property taxes)
or surcharges arising directly or indirectly from this Line Extension Agreement or any
undertaking required hereby that is or may in the future be imposed upon Developer andlor
Utility by any governmental entity. in the event that it is determined by Utility, the Internal
Revenue Service, the Arizona Department of Revenue or any other governmental entity having
authority to impose such fees, assessments, excise charges, taxes or surcharges that there is
an additional amount due and owing to the construction or construction costs advanced by

3
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Developer, said additional costs shall be billed to Developer and shall be due and payable
within ten (10) days. Unless otherwise permitted by Utility's tariffs or by rule, regulation or Order
of the Commission, Utility, when making refunds pursuant to this paragraph V, will also refund a
pro rata portion of the estimated income taxes actually paid to Utility, said refund to be
computed at the same percentage used to calculate the estimated income tax in the first
instance.

1

I

C. Computation of Refund. Refunds of the refundable portion of the
Advance-in-Aid-of-Construction shall be made by Utility on or before the 31 st day of August of
each year commenting with August of 199 9 , covering any refunds arising from water
revenues received during the preceding July 1 to June 30 period to which Utility's refund
obligation applied, as provided in Section V.D. below. Any additional charge made by Utility
based on any sales, privilege tax, excise tax, or regulatory assessment, shelf not be included in
the computation. The annual refund shall equal ten percent (10%) of the total gross annual
revenue from water sales to each bona fide customer in the Development for a penlod of ten
(10) years. S919lV»21-111¢~Dl>liQ.nQL!h§U_tililY. the refund period ma_yb8corging a@g5by-
year basis until full reimbursement has been`§é6 hédf Any refund amount that is not
deliverable at the last address provided to Utility by Developer or any refund check not cashed
within twelve months after being sent by regular mail to such address may, at Utility's option, be
deemed a contribution-in-aid-of-construction and no longer subject to refund. /

D. Maximum Refund, Interest on Advance, Limitation on Revenues. The
refund to Developer under this Agreement shall in no event exceed the amount of the Advance,
as adjusted. No interest shall be paid by Utility on any amounts advanced. Utility shall make no
refunds from any revenue received from properties other than those located within the area
identified in Appendix "A".

E. Transfer of Facilities. In the event of the sale, conveyance or transfer by
Utility, pursuant to the approval of the Commission, of any portion of its water system, including
the facilities sewing the Development and installed pursuant to the terms of this Agreement,
Utility's obligation under Section V.C. hereto shall cease (except as to any payment which is
then due) conditioned upon the transferee assuming, and agreeing to pay Developer, any sums
becoming payable to Developer thereafter in accordance with the provisions of Section V.C. of
this Agreement.

F. Utility's Right of First Refusal. Before selling or transferring the refund
obligation of Utility under this Agreement, Developer shall first give Utility, or its assigns,
reasonable opportunity to purchase the same at the same price and upon the same terms as
contained in any bona fide offer which Developer has received from any third person or persons
which he may desire to accept.

VI. Miscellaneous.

Before this Agreement shall become effective and binding upon either Utility or
Developer, R must be approved by the Commission or its authonlzed representative. In the

4
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event that it is not so approved this Agreement shall be null and void and of no force or effect
whatsoever.

This Agreement may not be moWed or amended except in writing signed by
both parties. This Agreement shall be governed by and construed in accordance with the laws
of the State of Arizona.

This Agreement constitutes the entire agreement and understanding between
the parties with respect to the subject matter hereof and expressly supersedes and revokes all
other prior or contemporaneous promises, representations and assurances of any nature
whatsoever with respect to the subject matter hereof. The remedies provided in this Agreement
in favor of Utility shall not be deemed its exclusive remedies but shall be in addition to all other
remedies available at law or in equity. No waiver by Utility of any breach by Developer of any
provision Of this Agreement nor any failure by Utility to insist on strict performance by Developer
of any provision of this Agreement shall in any way be construed to be a waiver of any future or
subsequent breach by Developer or bar the right of Utility to insist on strict performance by
Developer of the provisions of this Agreement in the future. Developer is an independent
contractor and not an agent or employee of Utility. This Agreement shall inure to the benefit of,
be binding upon, and be enforceable by the parties hereto and their respective successors and
assigns.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed as of the day and year first above written.

Bella Vista Water Co., Inc. ("Utility")
4055 Campus Drive
Sierra Vista, Az 85535

By/ 4»~44~»~
Vice President

A

\>

A

Edward O.

P.O. Box 1493

Garcia ("Derek>per")
'})4¢;V/144/l»»,,¢;,_,-' 4 6 6_

Dow rev, rA Qfvz/.n a

I. r." '
c..

Title

cl' /1

»
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APPENDIXA

DESCRIPTION oF DEVELOPMENT

/ 1

Linda Vista Subdivision, Phase IA, Lots 1_1 18-20, W 1/2, SW 1/4, Section 8, T23S,
R21E, G&SRB&M, Cochise County, Arizona

6
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APPENDIX C

ESTIMATED cosT oF CONSTRUCTION
Linda Vista Subdivision

Phase IA (14 lots)
WATER DISTRIBUTION SYSTEM

Item Description Qty Unit Price Total Cost

1.
2.
3.
4.
5.
6.
7.

1380 If
1 ea
6 ea
7 ea
1 ea
2 ea
2 ea

$ 8.50
$ 450.00
$ 330.00
$ 300.00
$ 200.00
$1000.00
$ 175.00

8.
9. 2 ea

2 ea
6 ea

$3150.00
$ 423.30
$ 9.00

10.
11.
12.

6" PVC C900
6" Tapping Sleeve
6" Valve, Box & Cover
1" Split Water Service w/2 boxes
3/4" Water Selie w/1 box
6" Fire Hydrants
2" Blow Off Vales
Miscellaneous fees, taxes, etc.
Booster pumps, 25hp
Start Switches
Heating Elements
Labor for #9-1 1

$11,730.00
$ 450.00
$ 1,980.00
s 2,100.00
$ 200.00
$ 2,000.00
s 350.00
s 1,200.00
$ 6,300.00
$ 846.60
$ 54.00
$ 1,000.00

TOTAL $28,210.00

7



IN THE MATTER OF THE APPLICATION OF
NORTHERN SUNRISE WATER COMPANY,
INC., AN ARIZONA CORPORATION, FOR A
DETERMINATION oF THE FAIR VALUE oF
ITS UTILITY PLANTS AND PROPERTY AND
FOR INCREASES IN ITS WATER RATES
AND CHARGES FOR UTILITY SERVICE
BASED THEREON.

IN THE MATTER OF THE APPLICATION oF
SOUTHERN SUNRISE WATER COMPANY.,
INC., AN ARIZONA CORPORATION, FOR A
DETERMINATION oF THE FAIR VALUE OF
ITS UTILITY PLANTS AND PROPERTY AND
FOR INCREASES IN ITS WATER RATES
AND CHARGES FOR UTILITY SERVICE
BASED THEREON.

IN THE MATTER OF THE JOINT
APPLICATION oF BELLA VISTA WATER
CO., INC., NORTHERN SUNRISE WATER
COMPANY, INC., AND SOUTHERN
SUNRISE WATER COMPANY., INC., FOR
APPROVAL OF AUTHORITY To
CONSOLIDATE OPERATIONS, AND FOR
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3 GARY PIERCE
COMMISSIONER

4 SANDRA D. KENNEDY
COMMISSIONER
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COMMISSIONER
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DETERMINATION oF THE FAIR VALUE OF
ITS UTILITY PLANTS AND PROPERTY AND
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AND CHARGES FOR UTILITY SERVICE
BASED THEREON.
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THE TRANSFER oF UTILITY ASSETS To
BELLA VISTA WATER co., INC,
PURSUANT To ARIZONA REVISED
STATUTES 40-285.

3

4

5
NOTICE oF ERRATA To SUPPLEMENTAL

DIRECT TESTIMONY oF WILLIAM A. RIGSBY

6

7

8

9

10

11

12

13

The Residential Utility Consumer Office ("RUCO") hereby submits this Notice of Errata

to the Supplemental Direct Testimony of William A. Rigsby. Mr. Rigsby's Supplemental

Direct Testimony contains two typographical errors. The first is on page 3 of the testimony.

Line 21 refers to RUCO's recommended cost of debt of 6.28 percent. it should be 6.27

percent. The second is on Supplemental Schedule wAR-1 at Page 1 of 3 for Bella Vista

Water Company, Inc. (Stand Alone). The title above the calculation should read "Weighted

Average Cost of CapitaI" as opposed to "Weighted Average Cost of Capital - Consolidated."

Corrected copies of the pages of Mr. Rigsby's Supplemental Direct Testimony are attached

for the convenience of the parties.14

15
RESPECTFULLY SUBMITTED this 16th day of June, 2010.

to 4
17 ©@v
18 Michelle L. Wood

Counsel
19

20

21

AN ORIGINAL AND THIRTEEN COPIES
of the foregoing filed this 16"' day
of June, 2010 with:

22

23

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

24
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t COPIES of the foregoing hand delivered/
mailed this 160" day of June, 2010 to:

2

3

4

Jane L. Rodder
Administrative Law Judge
Hearing Division
Arizona Corporation Commission

5

6

Janice Alward, Chief Counsel
Robin Mitchell, Counsel
Legal Division
Arizona Corporation Commission

7

8
Steven M. Olea, Director
Utilities Division
Arizona Corporation Commission

9

10

11

Jay L. Shapiro, Esq.
Fennemore Craig, P.C.
3003 N. Central Avenue
Suite 2600
Phoenix, AZ 85012

12

13
/»>

14

15 By
Ernestine Gamble

16

17

18

19

20

21

22

23

24
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Supplements! Direct Testimony of William
Bella Vista Water Company, Inc.
Docket No. W-G2465A-09-0411 et at.

A. Rigsby I

5
1 I SUMMARY OF RECOMMENDATIONS

2 IQ. What are RUCO's capital structure, cost of debt and weighted average i

3 cost of capita! recommendations for BVWC, NSWC and SSWC cm a

4 stand-alone basis? I
v

RUCO is recommending the following capital structure, cost of debt and

6 weighted average most of capital recommendations for BVWC, NSWC and

7 SSWC on a stand-alone basis:

8
I

9 Bella Vista Water Company

w BVWC Capita! Structure -~ For BVWC, I am recommending that the

11 Commission adopt BVWC's proposed capita! structure, which is

1:3 Z

12 comprised of 27.76 percent long-term debt and 72,24 percent common

equity.

14

15 BMC Cost  o f  Deb t - For BVWC, E am recommending that the

16 Commission adopt the Company-proposed cost of debt of 6.27 percent,
8 1

17 which is the average weighted cost of debt of BVWC's various loans.

18

19 BVWC Weighted Av8rgqe Cost of Capital -~ Based on the results of my

20 recommended capital structure, I am recommending an 8.24 percent cost

21 of capital for BVWC, which is the weighted cost Qr my recommended 6.27
8

22 percent cost of long-term debt and my recommended 9.00 percent cost of

23 common equity. My recommended w@%ghted awafage cost of capital f<3r QGs
s

r
8
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Treasury Security Yield Curve
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Selected Yields
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Ago
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TA XAB LE
Market Rates

155075
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Federal Funds
Prime Rate
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0.31
053

o.75
0.00-0.25

3,25
0.1 8
0.30

0.50
0.00-0.25

8.25
0.36
0,53

1.23
2.94

2.66
I Be
2.25
2.76

3.71
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Bank CDs
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0.69
2.00

0.25
0.44
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0.65
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Mortgage-Backed Securities
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Composite Statistics: Water Utility Industry

2006 2007 2008 20D9 2010 2011 13-15
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d5.8 d183.0

3913.8

352.7

4132.7

3B8.5

4390

435

4650

500

Revenues ($mill)

Net Profit ($milI)

5485

675

NMF

NMF

NMF

NMF

37.0V

1.5%

36.7%

1.0%

39.5%

10%

390%

5.0'/

Income Tax Rate

AFUDC "A to Net Profit

39.07

1o.0'/

54.0%

45.9%

51.0%

490%

52.6%

47_4%

55.6%

44.4%

53_07Y

47.0%

52.5°/

47.5%

Long-Term Debt Ratio

Common Equity Ratio

51.07

49.0%

121139

133083

15'/,,

129853

143152

,2 A.

12629.1

15356.1

4.3%

13513.s

161294

44%

14055

15975

4.5'/

14650

17525

5.0%

Total Capital ($miII)

Net Plan! ($mi!l)

Return on Total Cap'l

16550

20025

607

NMF

NMF

NMF

NMF

5.94

53%

65 A

55%

6.5%

6.57

7,v%

7.0%

Return on Shr. Equity

Return on Cum Equity

8.5%

8.5'7

NMF

NMF

NMF

NMF

2.9%

51%

2.2%

66%

2.5%

60'/

3.0%

59%

Retained to Com Et

AII Div'ds to Net Prof

457

557

NMF

NMF

zo°/

NMF

NMF

2.3'7

21.0

1.25

24V

18.9

1.25

ask

Bold n
Val
est:

rares are
- Line
nores

Avg Ann'I PIE Ratio

Relative PIE Ratio

Avg Ann'l Div'd Yield

19.0

1,25

2.4°/

A

J

./

, . Q

Ext-nsrr

Jo: i ly  23,  2010 WATER UTILITY INDUSTRY
|! / 8 7 11798

7
gr

INDUSTRY TIMELINESS: 7 5  ( o f  9 8 )

adop t ed  a  m ore -bus i nes s  f r i end l y  app roac h  i n  r ec c -n \
years  and general  rate cases  are coming back  wi th more
f a v o r a b l e  r u l i n gs .  T h e  i m p l e m e n t a t i o n  o f  a c c o u n t i n g
mechanisms,  such as  those in the Water Ac t ion P lan,  are
b o o n s  a l s o  a n d  s h o u l d  r e s u l t  i n  m o r e  p r e d i c t a b l e  a n d
f av orab le  f u t ure  res u l t s .

. . .  D r o w n e d  O u t  B y  R i s i n g  C o s t s
E v e n  w i t h  t h e  a f o r e m e n t i o n e d  i m p r o v e m e n t s  o n  t h e

regu l a t o ry  env i ronm en t  f r on t  i n  p l ac e .  wa t e r  p rov i de rs
w i l l  p r o b a b l y  h a v e  p r o b l e m s  c o p i n g  w i t h  c o s t s .  T h e
major i t y  of  water sys tems were cons t ruc ted decades  ago
and have become inadequate and in need of  cons idcrahlo
repai rs .  The pr ice tag of  these renovat ions ,  however,  Vat
exceed the cof fers  of  many  of  the cash-s t rapped ent i t ies
i n  t h e  s p a c e  a n d  a  h u g e  w a v e  o f  c o n s o l i d a t i o n  h a s
ev o lv ed,  wi t h  many  o f  t he  s mal le r  opera t i ons ,  unab le  l o
meet  the capi ta l  requi rements ,  being bought  out .  Soul /7~
West  Water for example recent ly  accepted an of fer f rom a
group of  i ndependent  i nves tors  and i s  l i ke l y  near ing t he
end o f  i t s  run  i n  our  Surv ey .

Wall Street has continued to shy away from the
Water Utility Industry in recent months, with
most of the stocks in this space experiencing
downward pricing pressure since our April report.
Although an unstable market environment, such
as we have been witness to over the last few
months, usually augurs well for this group, wide-
spread earnings disappointments appear to have
sent investors looking elsewhere for stability. Un-
favorable weather conditions played a roll, but the
majority of providers were hard-hit and appar-
ently unprepared to deal with the rising costs of
doing business, specifically mounting mainte-
nance expenses and the subsequent finance
charges necessary to meet t.hese obligations.

There will probably be some favorable develop-
ments, i.e. better weather and improving regula-
tory landscape (see below) within the segment,
but near-term earnings prospects remain limited.
Indeed, costs are expected to continue creeping
upward, as aging water infrastructures require
greater investment. Plus, the bulk of the compa-
nies here are strapped for cash and will need to
continue tapping finance markets in order to keep
the doors open.

This perennial market laggard continues to
rank near the bottom of the Value Line Investment
Survey for Timeliness, with not a single issue
standing out for appreciation potential for either
the coming six to 12 months or 3 to 5 years.
Although the steady streams of income add some
appeal, there are better income and total-return
vehicles for investors to hop aboard.

C o n c l u s i o n
I nv es t ment  i n  t h i s  group i s  no t  s omet h ing t ha t  s hou ld

appeal  to the masses .  As  ment ioned above,  sharehol ( l t~r
gains are l ikely  to cont inue being thwarted by increasing lg
inf ras t ruc ture and f inanc ing cos ts  and none of  the s tocks
h e r e  s t a n d  o u t  f o r  g r o w t h  p o t e n t i a l .  T h a t  s a i d , As/uc:
A mer i c a a p p e a rs  t o  b e  t h e  b e s t  o f  t h e  b u n c h ,  w i t h  i t s
aggress ive acquis i t ion s t rategy  giv ing i t  l egs  to  poss ib ly
prov e our  pro jec t i ons  c ons erv at i v e .  (We do not  ac c ount
f o r  a c q u i s i t i o n s  i n  o u r  p r e s e n t a t i o n . )  I t s  d i v i d e n d  i s
fa i r l y  at t rac t ive a lso,  and may  interes t  inves tors  seek ing
s h e l t e r  f r o m  t h e  u n c e r t a i n  e c o n o m i c  e n v i r o n m e n t .
A mer i c an  Wat er  Work s i s  another  i n t eres t ing prospec t . ,
but  i s  more speculat i ve than mos t  in  t h is  group because
of  i t s  shor t  t rad ing h is tory ,  which has  prec luded us  f rom
as s i gn i ng i t  pe r f o rm anc e  i nd i c a t o rs ,  s uc h  as  a  T i m e l i -
ness  rank  or Pr ice Stabi l i t y  score,  as  of  th is  t ime.  E i lhol
way ,  we,  as  a lway s ,  s ugges t  t ha t  p ros pec t i v e  i nv es t ors
carefu l ly  rev iew each indiv idual  s tock ,  as  wel l  as  peruse
our quarter ly  economic  overv iew,  before mak ing a f inan-
c i a l  c ommi t ment .

A  P l e a s a n t  D e m a n d  F o r e c a s t  . . .
Demand for  water  i s  not  negot iab le .  I t  i s  essent ia l  f or

human surv iva l ,  a  fac t  t hat  cannot  be avoided.  As  such,
wa t e r  u t i l i t i e s  p l ay  an  i n t egra l  r o l e  and  a re  needed  t o
safely  del iver water to mi l l ions  of  Americans  everyday ,  A
bu rgeon i ng popu l a t i on ,  a l ong w i t h  ex pans i on  i n t o  new
ne i ghbo rhoods ,  pa i n t s  a  f av o rab l e  bac k d rop  f o r  f u t u re
dem and  t r ends  and  s hou l d  s uppo r t  t op - l i ne  grow t h  f o r
mos t  o f  wa t e r  p rov i ders  i n our  Survey .

G i v e n  t h e  i m p o r t a n c e  o f  wa t e r  d e l i v e r y ,  i n d i v i d u a l
s tates  have regulatory  bodies  that  superv ise water  ut i l i -
t ies ,  e f fec t i ve ly  mainta in ing a balance of  power between
them and cus tomers ,  They  are respons ib le for  rev iewing
and ru l i ng on genera l  ra t e  reques t s  made by  u t i l i t i es  t o
h e l p  r e c o v e r  c o s t s .  M a n y  o f  t h e s e  a u t h o r i t i e s  h a v e

A n d r e J  Cos t a / v z a

Water Utility
RELATIVE STRENGTH (Ratio of Industry to Value Line Comp)

600

sao

400

300

200

100
2004 2005 2006 2007 2008 2009

Index:  J une .  1967  =  100
201 0

| ET |i1-
THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This Jaublicalinn is strictly fur subscribe::r's um, arm-cnmmerdal, interns! use. No pan g M
ml n may be reproduced, resold, stored or rransmined in any pfinlcd, electronic or nether lam, Ur use lot gerrwaling ox marke\rng any primed Ur dectrunic publication, service Ur pfoduu.



NYSE-AWKAMERICAN WATER
RECENT
PR\CE 21.12 RIETIo 15.4(8:3::"§.&4~§)
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PIE RATIO 0 . 9 8
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2013-15 PROJECTIONS
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I

|
2011 © VALUE LINE puB., 1nc.j 13.15

14,10

3.10

1.50

.QD

1 14.65

3.35

170

1.00

Revenues per sh
"Cash Flow" per sh
Earnings per sh A
Div'd DecI'd perch B

4.25

23.35

Cap'l Spending per sh
Book Value per sh D

4.20

24.40

195.00 Common She Outst'g c 215.00

ties are
Line
ales

Avg Ann'I PIE Ratio
Relative PIE Ratio
Avg Ann'l Div'd Yield

20.0

1.35

3.1%

2750

280

Revenues ($mill)
Net Profit ($mill}

3150

350

4a0%

15.04

53k

410%

11250

13050

4.5%

39.0%

10.0%

Income Tax Rate

AFUDC % to Net Profit

55.0%

45.0%

Long-Term Debt Ratio

Common Equity Ratio

10050

11550

4.0%

Total Capital ($mtll)

Net Plant ($mill)

Return on Total Cap'l

6.0%

6.0%

Return on Shi. Equity
Return on Com Equity

6.5%

6.5%

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 200B 2009
13.0e

.as

d.97

13.84

d.47

d2.14

14.61

2.87

1,10

.AD

13.98

2.89

1.25

.82

4.31

23.85

4.74

28.39

5.31

25.64

4,50

22.91

150.00 150.00 160.00 174.53

I
1

t

18.9

1.14

1.9%

15.8

1.04

4.2%

2010
14.20

3.00

1.37

.86

4.30

22.95

185.00

Bold fig
Vain.
astir

2625

240

38.7%

1o.0°/

55.5%

44.5%

9635

11050

4.0'/

5.5%

5.5%

2093.1

d155.8

2214.2

d342.3

2336.9

187.2

2440.7

209.9

37.4%

12.5%

37.9%

10.0%

56.1%

43.9%

50.9%

49.1°/>

53.1 "A

489%

56.9%

43.1 %

B692.8

B72D.6

NMF

9245.7

9318.0

NMF

B7502

9991.8

37%

9289.0

10524

3.B%

NMF

NMF

NMF

NMF

4.6%

4.6%

5.2%

5.2%

CAPITAL STRUCTURE as of 3131110
Total Debt $5451 .9 mm. Due in 5 Yrs $235.0 mill.
LT Debt $5257.0 mill. LT Interest $315.0 mill.
(Total interest coverage: 1.6x) (57% of Cap'l)

Leases, Uncapitalized: Annual rentals $29.0 mill.
Pension Assets-12/09 $695.5 mill

Oblig. $11282 mill.
Pfd Div'd NMFPfd Stock $24.0 mm,

Common Stock 174,702,954 she.
as of 4/2911 D

MARKET CAP: $3.7 billion (Mid Cap)

2009 3131/10zoos

a s
408.2
417.7
149.8
654.8
300.2

1104.8
198%

12.6
484.6
497.2
116.8
194.9
349.4
561.1
155%

22.3
476.8
499.1
138.6
173.6
295.2
607.4
225%

CURRENT POSITION
($MILL.)

Cash Assets
Other
Current Assets
Accts Payable
Debt Due
Other
Current Liab.
Fix. Chg, Cov.

Pas !
5 Yrs.

Pa s !
10 Yrs.

Est'd '07~'09
to 913.'15

.5%
12_0%

NMF
16.0%
-1.0%

ANNUAL RATES
of change [per sh)
Revenues
"Cash F\ow"
Eamings
Dividends
Book Value

Cal-
endar

QUARTERLY REVENUES ($ mill.) A

Ma r . 3 1  J un. 3 0  S e p. 3 0  D e c , 3 1
Full
Year

2007
200s
2009
2010
2011

553.8

56B.5

597.8

645

680

5 5 8 ]
589,4
612.7
656.9
690

633.1

672.2

6B0.0

735

770

468.6

505.8

5 5 0 2

588.1

610

2214.2
2336.9
2440.7
2625
2750

Cal-
endar

EARNINGS PER SHARE A
Mar.31 Jun. 30 Sep. 30 Dec. 31

Full
Year

2007
200B
2009
2010
2011

.31

.28

.32

.35

.38

d1.47
.23

.21

.27

.30

d1.00

.55

.52

.57

.60

.02

.04

.19

.18

.Z2

d2.14

1.10

1.25

1.37

1.50

Cal-
endar

0UARTERLY DIVIDENDS PAID Bu
Mar.31 Jun,30 Sep.30 Dec.31

Full
Year

2006
2007
2008
2009
2010

.20

.21

.20

.2120

.21
.20

.21

.40

,82

NMF NMF 3.0%

34%

1.8%
65%

2.5%

66%

2.0%

63%

Remained to Com Eq
All Div'ds Io Net Prof

2.5%
62'/

accounting for nearly 23% of revenues. Has roughly 7,700 employ
hes. Depreciation rate, 22% in '09. J.P. Morgan Chase & Co. owns
5.9% of the common stock outstanding. Off. & Dir. own less than
1°/. President & CEO, Donald L, Carrel. Chairman, George MLle;»
erie Jr. Address: 1025 Laurel Oak Road, Voorhees, NJ UB043
Telephone: 855-346 8200. Internet: www.amwater.com

BUSINESS: American Water Works Company, Inc. is the largest
investor-owned water and wastewater utility in the U.S. providing
services to over 15 million people in 32 states and Canada. its non-
regulated business assists municipalities and military bases with
the maintenance and upkeep as well. Regulated operations made
more than 90% of 2009 revenues. New Jersey is its biggest market

earnings may not sum due to minding.
(B) Dividends Io be paid in January, April, July,
and October. l Div. reinvestment available.
(C) In millions.

Target Price Range
2013 201 5

:<<A?$®%
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t he  c om pany s  c as h -s t rapped  f i nanc i a l s .

u

T h e  c o s t s  o f  d o i n g  b u s i n e s s  w e i g h e d
o n A m e r i c a n W a t e r W o r k s ' f i r s t -
qua r t e r  r es u l t s .  I ndeed ,  s ha re  ea rn i ngs
dipped below las t  year's  mark ,  despi te the
company 's  success  at  the top l ine.  Reve-
nues  adv anc ed  7% ,  t hank s  t o  c on t i nued
m o m e n t u m  w i t h  m i l i t a r y  c o n t r a c t s  ( t h e
un regu l a t ed  bus i nes s )  as  we l l  as  f av o r -
ab l e  ra t e  c as e  rewards  on  t he  regu l a t ed
s i de  o f  t h i ngs .  A nd ,  a l t hough  s t r i c t  c os t
m eas u res  he l ped  ope ra t i ng m argi ns  i m -
p r o v e ,  h i g h e r  i n t e r e s t  e x p e n s e  a n d  a
lo f t i e r  s hare  c ount ,  t he  res u l t  o f  growing
infrastructure costs,  of fset  the gains.
W e  h a v e  t r i m m e d  o u r  2 0 1 0  s h a r e - n e t
o u t l o o k  a c c o r d i n g l y .  W e  s t i l l  b e l i e v e
that  growth ra tes  wi l l  ramp up in  t he sec -
o n d  h a l f  d u e  t o  w e a k  y e a r - b e f o r e  c o m -
par i s ons ,  bu t  t he  dear t h  o f  c as h on hand
a t  t he  end  o f  t he  M arc h  pe r i od  s ugges t s
that  addi t ional  funding wi l l  be needed be-
fore the year ends.  These ini t iat ives  come
at a price,  however,  and wi l l  probably keep
bot tom- l ine growth f rom break ing in to the
doub l e  d i g i t s  f o r  t he  f u l l  y ea r .  M anage -
m en t  rec en t l y  announc ed  t ha t  i t  w i l l  r e -
p lace i t s  ex is t ing water  t reatment  p lant  in
New J ers ey  and  bu i l d  a  new $70 m i l l i on -

plus  fac i l i t y ,  and inferred that  i t s  Pennsy l -  !
vania operat ions may wel l  be next
E a r n i n g s  g r o w t h  w i l l  l i k e l y  r e m a i n
u n d e r  w r a p s  n e x t  y e a r ,  t o o .  A l t h o u g h  ,
some of  the $250 mi l l ion-plus  in rate case
dec i s i ons  s t i l l  pend ing approv a l  ought  t o
m a k e  i t  t o  t h e  b o t t o m  l i n e ,  t h e  n e e d  t o
m e e t  i n c r e a s i n g i n f r a s t r u c t u r e  c o s t s  i s
l i ke ly  t o  o f f set  mos t  o f  t he ga ins  we env i -
s ion in 2011. I
T h i s  e q u i t y  d o e s  l i t t l e  t o  s p a r k  o u r  i n -  y
t eres t  a t  t h i s  t ime.  I t s  3-  t o  5-y ear  appw-  r
c ia t i on  potent ia l  i s  l im i t ed,  bas ed on I l I a .  i
in f ras t ruc ture maintenance cos ts  u l io l - 3
expec t  to  mount  fur ther  going forward and I

A l t hough  t he  d i v i dend  y i e l d  s eem s  t o  be  I
secure and adds  some appeal ,  the issue's
s h o r t  t r a d i n g h i s t o r y  a d d s  a  m e a s u r e  o f
skept i c i sm not  t yp ica l l y  seen in  the water
ut i l i t ies  space.  We recommend that  inves-
tors  wai t  on the s idel ines ,  give AWK some
t ime to develop a t rack  record and cer ta in
performance indicators ,  such as  a T imel i -
ness rank,  Stock Price Stabi l i ty ,  and Earri -
i ngs  P red i c t ab i l i t y  s c o res ,  t o  he l p  he l  i v
assess future direct ion.
Andre J  Cos tanza J o ]  8 3 ,. I /f' F! (J

I
¥
{

i
(A) Diluted earnings. Excludes nonrecurring
gains (losses): 'CB, ($4.e2), '09, ($2.63) Dis-
continued operations: '06 (4¢)

lion, $7.16lshare. 80

N M F

N M F
| -'=:.*z=r~_¢ =;°-.

m it'

(D) Induces intangibles. in 2009: $1.250 bil- | Company's Financial Strength
Stock's  Price Stabi li ty

, (E )  The  s t o c k ha s  no t  be e n t r a di ng lo ng 1  P r i c e  Gro wt h Pe rs i s t e nc e
Next earnings report due early  Aug. Quarterly enough to generate a Timeliness rank. Earnings  Predic tabi li ty

o 2010, Value Line Publishing, Inc. All rigFhLs reserved. Farnuai material is obtained loom sources believed la be reliable and is provided without warranties at any kind.
THE PUBLISHER IS NOT RE PONSIBLE OR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly lot subset:ribei's own, non-commerdal, internal use. No pan
al it may be reproduced, resold, stored or transmitted in any printed. eieUronic Ur other iurm, or used for generating or madreting any printed or electronic publication, service or product

W . I I  .



AMERICAN WATER NYSE-AWK 21.12RECENT
PRlCE

PIE
RATIO 15,4lH§f}§"3§»3KAl8l 0.98RELATIVE

PIE RAT\0 4.0% LUE
INE

. A~ .
DIV'D

YLD

High:
Low:

23.0
162

23.7
16.5

23.8
194

3 Nev/7II25108

... E

TIMELINESS _ E

SAFEW

TECHNICAL
BETA .es (1.00=Marke\)

Price
40
25

Ann'l Total
Return
20%
8%

2013-1S PROJECTIONS

Gain
l+9°%l
+20%

High
Low

Io Buy
Options
lo Sell

F  M  A
0  0  0
0  0  0
0  o  0

Insider Decisions
A S O N D J
0 0 0 2 0 0
0 0 0 0 0 0
0 0 0 0 0 0

Institutional Decisions
sumos wo w 1412010

to Buy 152 178 144
In Sell 72 77 102
Hld'S(G00 119774 157474 151936

I
g.

2014

LEGENDS
Relative Price Strength

Oggonsz Yes
odedarea: prior recession

Lakes!recessionbegan 12/07
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STOCK INDEX

12.2 29.6

-8.6
24.0

1 yr.
3 yr.
5 yr.

so

I
§

| IPercent
shares
traded

21
14
7

I l|

III HlIH1l I'll
2003 2004 2005 2006 2007 2008 2009 2010 2011 ©vALuE UNE PUB., INC.

1994 1995 1995 1997 1998 1999 2000 2001 2002
13.08

.65

d.97

13.84

d.47

d2.14

14.61

2.87

1.10

.40

13.98

2.89

1.25

.82

14.20

3.00

1.37

.86

14.10

3.10

1.50

.90

Revenues per sh
"Cash Flow" per sh
Earnings per sh A
Div'd DecI'd per sh B

14,65

3.35

1.70

1.00

4.31

23.86

474

28.39

5.31

25.64

4.50

22.91

4.30

22.95

4.25

23.35

Cap'I Spending per sh
Book Value per sh o

4,20

24.40

160.00 160.00 160.00 174.63 185.00 195.00 Common She 0utst'g c 215.00

18,9

1.14

1.9%

15.6

1.04

4.2%

Edd fig
Wlu
astir

-res are
Line
ates

Avg Ann'l PIE Ratio

Relative PIE Ratio
Avg Ann'l Div'd Weld

20.0

1.35

3.1%

CAPITAL STRUCTURE as of 3/31/10
Total Debt $5451 .9 mill. Due in 5 Yrs $235.0 mill.
LT Debt $5257.0 mill LT Interest $315.0 mill.
(Total interest coverage: 1.6x) (577 of Cap'I)

Leases, Uncapitalized: Annual rentals $29.0 mill.
Pension Assets-12/09 $695.5 mill

Oblig. $11282 mill.
Pfd Div'd NMFpfd Stock $24.0 mill.

Common Sick 174702,%4 she,
as of 4/29/10

MARKET CAP: $3.7 billion (Mid Cap)

Past
5 Yrs.

Past
10 Yrs.

Es!'d '07-'09
to '13-'15

5%
12.0%
NMF

16.0%
-1. 0%

ANNUAL RATES
of change (per sh)
Revenues
"Cash Flow"
Earnings
Dividends
Book Value

Cal-
endar

0UARTERLY REVENUES ($ mill.) A

Mar.31 Jun. 30 Sep. 30 Dec. 31
Full
Year

2007
2008
2009
2010
2011

468.6
506.8
550.2
588.1
610

553.8 22142
568.5 2336.9
597.81 2440.7
645 7625
680 2750

633.1

6722

680.0

735

7U

558.7
589.4
612.7
656.9
690

Ca\~
ender

2007
2008
2009
2010
2011

.02

.04

.19

.18

.22

d1.47
.23
.21
.27
.30

d1.00

.55

.52

.57

.ea

.31

.28

.32

.35

.38

d2.14
1.10
1.25
1.37
1,50

Cal-
endar

QUARTERLY DNIDENDS PAID 51
Mar.31 Jun.30 Sep.30 Dec.31

Fuji
Year

2006

2001

2008

2009

2010

.40

.82

.20

.21

.20

.21.20

.21

.20

.21

EARNINGS PER SHARE A
Mar.31 Jun. 30 Sep. 30 Dec. 31

Full
Year

Company's Financial Strength
Stock's Price Stability
Price Growth Persistence
Earnings Predictability

B
80

NMF
NMF

.

o subscribe call 1-soo-sas-oo4i.
; . . .

. .

earnings may not sum due to rounding.
(B) Dividends to be paid in January April, July,
and October l Div. reinvestment available
(C) In millions.

Target Price Range
2013 201 5

48:29 B0

*

60
so
40

30
25
20

15

10

_7.5

I

I III
» 3-15

tabbies'

I 111881
l \ § £ l
°<\:1-4l

u

goos 2009 3/31/10CURRENT POSITION
($M\LL)

Cash Assets
Other
Current Assets
Accts Payable
Debt Due
Other
Current Liab.
Fix. Cho. Cov.

9.5
408.2
417.7
149.8
654.8
300.2

1104.8
195%

22.3
476.8
499.1
138.6
173.6
295.2
607.4
225%

12.6
4845
497.2
116.8
194.9
349.4
661.1
165% plus facility, and inferred that its Pennsyl-

vania operations may well be next.
Ear n i ngs  g r owt h  w i l l  l i ke l y  r em a i n
under wraps next year,  too. Al though
some of the $250 million-plus in rate case
decisions still pending approval ought to
make it to the bottom line, the need to
meet increasing infrastructure costs is
likely to offset most of the gains we envi-
sion in 2011.
This equity does l i t t le to spark our in-
terest at this time_ Its 3- to 5-year appre-
ciation potential is limited, based on the
infrastructure maintenance costs that we
expect to mount further going forward and
the company's cash-strapped financials.
Although the dividend yield seems to be
secure and adds some appeal, the issue's
short trading history adds a measure of
skepticism not typically seen in the water
utilities space. We recommend that inves-
tors wait on the sidelines, give AWK some
time to develop a track record and certain
performance indicators, such as a Timeli-
ness rank, Stock Price Stability, and Earn-
ings Predictability scores, to help better
assess future direction.
Andre J. Costanza

The costs of doing business weighed
on American Water Works' Erst-
quarter results. Indeed, share earnings
dipped below last year's mark, despite the
company's success at the top line. Reve-
nues advanced 7%, thanks to continued
momentum with military contracts (the
unregulated business) as well as favor-
able rate case rewards on the regulated
side of things. And, although strict cost
measures helped operating margins im-
prove,  higher interest  expense and a
loftier share count, the result of growing
infrastructure costs, offset the gains.
We have tr immed our 2010 share-net
out look accordingly.  W e st i l l  bel ieve
that growth rates iii ramp up in the sec-
ond half due to weak year-before com-
parisons, but the dearth of cash on hand
at the end of the March period ,suggests
that additional funding will be needed be-
fore the year ends. These initiatives come
at a price, however, and will probably keep
bottom-line growth from breaking into the
double digits for the full year. Manage-
ment recently announced that it will re-
place its existing water treatment plant in
New Jersey and build a new $70 million- July 23, 2010

lion, $7.16lshare,

continued operations '06, (4¢)
Next earnings report due early Aug. Qilarteriy

(A) Diluted earnings. Excludes nonrecurring (D) includes intangibles. In 2009: $1.250 bil-
gains (losses): '08, (5B4.62); '09, ($2.63). Dis-

(E)  The stock has not been trading long
enough to generate a Timeliness rank.

c 2010_ Value Line Publishing, Inc All right reserved Factual material is ohrained from sources believed lo be reliable and is provided without wananries al any Kim.
THE PUBLISHER is NOT RE PONSIBLE FOR ANY ERRORS OR OMlSSlONS HEREIN.
al it may be reproduced, resold, stored or transmitted in any printed, electronic or other farm,

This aubiicaznon is strictly for subscriber's own
or use lot generating or marketing any printed of eleclfonnc pubfncation,
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EXHIBIT

BELLA VISTA WATER CCMPANY
NORTHERN SUNRISE WATER COMPANY
SOUTHERN SUNRISE WATER COMPANY

CONSOLIDATED DOCKET nos. W-02465A-09-0411,
W-20453A-09-0412, W-20454A-09-0413, W-02465A-09-0414

1%@~/9

RESPONSE To RUCO'S THIRD SET OF DATA REQUESTS

March 16, 2010

Response provided by: Gerald Tremblay

Title : Director of Finance

Company Name: Algonquin Power Income Fund

Address: 2845 Bristol Circle
Oakville, Ontario Canada L6H7H7

Company Response Number: 3.01

Q. Central Office Fixed Overhead Allocations - Please provide Algonquin Power
Trust's central office fixed overhead costs and the allocation method and factors
used to determine the portion allocated to the consolidated Bella Vista Water
Company.

I have included a chart (similar to one previously provided by the Company in
response to Staff data request MEM 4.1 in the Black Mountain Sewer Corp. rate
ease) below to show the required information requested.

Sample Chart:

2289684.1 1



APT APT UTILITIES APT UTILITIES BELLA VISTA BELLA VISTA

CENTRAL OFFICE ALLOCAT1ON ALLOCATED CONSOLIDATED CONSOLIDATED

DESCRIPTION FIXED OlH COST FACTORS TOTAL COST FACTORS TOTAL COST

Rent $ 0.00% s 0.00% $
Audit 0.00% 0.00%

Tax Services 0.00% 000°/,

Legal - General 0.00% 0.00%

Other Professional Services 0.00% 0.00%

Manaqement Fee 0.00% 0.00%

Unit Holder Communications 0.00% 000%

Trustee Fees 0.00% 0.00%

Office Costs 0.00% 0.00%

LicenseslFees and Permits 0.00% 0.00%

Escrow and Transfer Fees 0.00% 0.00%

Depreciation Expense 0.00% 0.00%

TOTALS $ s $

*

RESPONSE: Please see the attached excel file.

2289684.1 2
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BELLA VISTA WATER COMPANY
NORTHERN SUNRISE WATER COMPANY
SOUTHERN SUNRISE WATER COMPANY

CONSOLIDATED DOCKET nos. W-02465A-09-0411,
W-20453A-09-0412, W-20454A-09-0413, W-02465A-09-0414

RESPONSE T() RUCO'S FOURTH SET OF DATA REQUESTS

July 6, 2010

Response provided by: Peter Eichler

Title: Manager, Financial Planning & Analysis

Company Name : Liberty Water

Address: 2845 Bristol Circle
Oakville, Ontario

Company Response Number: 4.01

Q. Algonquin Power Trust ("APT") Office Building --- RUCO is reissuing RUCO
informal data request 7.03 that was included in RUCO's fourth informal data
request as a formal data request.

NARUC "Guidelines for Cost Allocations and Affiliate Transactions" state the
following:

D. AFFILIATE TRANSACTIONS (NOT TARIFFFD)
The aff iliate transactions pricing guidelines are based on two
assumptions. First, affiliate transactions raise the concern of self-
dealing where market forces do not necessarily drive prices. Second,
utilities have a natural business incentive to shift costs from non-
regulated competitive operations to regulated monopoly operations
since recovery is more certain with captive ratepayers. Too much
f lexibility will lead to subsidization. However, if  the af f i l iate
transaction pricing guidelines are too rigid, economic transactions
may be discouraged.

The objective of the affiliate transactions' guidelines is to lessen the
possibility of subsidization in order to protect monopoly ratepayers
and to help establish and preserve competition in the electric

1



generation and the electric and gas supply markets. It provides ample
flexibility to accommodate exceptions where the outcome is in the
best interest of the utility, its ratepayers and competition. As with
any transactions, the burden of proof for any exception from the
general rule rests with the proponent of the exception.

1. Generally, the price for services, products and the use of assets
provided by a regulated entity to its non-regulated affiliates should
be at the higher of fully allocated costs or prevailing market prices.
Under appropriate circumstances, prices could be based on
incremental cost, or other pricing mechanisms as detennined by the
regulator.

2. Generally, the price for services, products and the use of assets
provided by a non-regulated affiliate to a regulated affiliate should
be at the lower of fully allocated cost or prevailing market prices.
Under appropriate circumstances, prices cou ld  be based on
incremental cost, or other pricing mechanisms as determined by the
regulator.

3. Generally, transfer of a capital asset from the utility to its non-
regulated affiliate should be at the greater of prevailing market price
or net book value, except as otherwise required by law or regulation.
Generally, transfer of assets from an affiliate to the utility should be
at the lower of prevailing market price or net book value, except as
otherwise required by law or regulation. To determine prevailing
market value, an appraisal should be required at certain value
thresholds as determined by regulators.

4. Entities should maintain all information underlying aff iliate
transactions with the affiliated utility for a minimum of three years,
or as required by law or regulation.

Please provide the cost or purchase price of  the APT off ice building and
supporting documentation listing cost and/or purchase price so that RUCO can
make a determination that complies with the NARUC guidelines in the paragraph
numbered two on the previous page.

OBJECTION: The Company objects to this data request on the grounds that it is
misleading, asked and answered, redundant, misconstrues the NARUC Guidelines cited
in the data request, is irrelevant and is not calculated to lead to the discovery of
admissible evidence. As stated in this data request, RUCO seeks "supporting
documentation listing cost and/or purchase price so that RUCO can make a determination

2



that complies with the NARUC guidelines in the paragraph numbered two..." Paragraph
2 of the NARUC Guidelines, as cited by RUCO, states: "the price for services, products
and the use of assets provided by a non-regulated affiliate to a regulated affiliate should
be at the lower of fully allocated cost or prevailing market prices. Under appropriate
circumstances, prices could be based on incremental cost, or other pricing mechanisms as
determined by the regulator." As such, RUCO's attempt to use the original construction
price of the corporate headquarters in Canada to analyze the monthly rent charged by
APT to the Bella Vista Utilities is not relevant or probative. Under these circumstances,
the actual construction cost of the APT office building does not bear on whether the
monthly rent charged to the Company is within prevailing market rates.

RESPONSE: Without waiving these objections, the Company responds as follows. In
responding to RUCO's Fourth Set of Informal Data Requests, the Company provided
RUCO with copies of rental office market studies and surveys, which demonstrate that
the rent charged to APT is within prevailing market prices. Specifically, Algonquin
Power Corporation hired LNR Corporation to conduct a market analysis and survey of
available office buildings in August/September 1999 and October 1999. The October
1999 market survey revealed only three viable rental options with total occupancy prices
comparable to the lease for the current office building. The Company previously
provided RUCO with copies of those market studies. The Company also provided RUCO
with a June l, 2010 memorandum summarizing the background information and market
analyses relating to the corporate office building. Put simply, the Company already has
provided RUCO with the necessary information on this issue. Further, under the
NARUC Guidelines, "Fully Allocated Costs" are defined as the "sum of the direct costs
plus an appropriate share of indirect costs." Likewise, the NARUC Guidelines define
"Prevailing Market Prices" as "a generally accepted market value that can be
substantiated by clearly comparable transactions, auctions or appraisal." Here, the
market studies provided by the Company demonstrate that the rent charged to the
Company by APT fall within market prices as established by comparable transactions.
During the test year, APT allocated rent for the corporate office to the regulated utilities
owned by the parent company in the amount of $5,545.50 per month. In turn, APT
allocated a total of $805.21 in monthly rent to the Bella Vista Companies or $0.08/month
per customer.

Finally, as described in the response to informal request 7.03, Company personnel do not
have access to the records which RUCO is seeking relating to the original construction
cost of the corporate office. Further, the Company objects to the basis of the question as
misleading. RUCO suggests that APT owns the building. APT is the lessee of the
building and passes along the costs to Liberty Water at cost. The building is owned by

Bristol Circle Properties (formerly Algonquin Power Properties Limited Partnership),
which as disclosed in the parent company's annual report is a related party. The building
is not owned by APT. Further, in allocating rent to the Company, APT does not add
additional overhead to the costs allocated to Liberty Water for office rent. Instead, APT

3



allocates and charges rent at cost, which is the prevailing market rate, therefore
conforming to paragraph 2 of the NARUC Guidelines.
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BELLA VISTA WATER COMPANY
NORTHERN SUNRISE WATER COMPANY
SOUTHERN SUNRISE WATER COMPANY

CONSOLIDATED DOCKET nos. W-02465A-09-0411,
W-20453A-09-0412, w-20454A_09_0413, W-02465A-09-0414

RESPONSE TO RUCO'S SECOND SET OF INFORMAL DATA REQUESTS

May 24, 2010

Response provided by: Peter Eichler

Title: Manager, Financial Planning & Analysis

Company Name : Liberty Water

Address:

Company Response Number: 5.01

Q. Outside Services .- Other - Please identify the specific expenses from each
separate entity/affiliate (i.e. Liberty Water, AWS, APT etc.) that either directly
charges or allocates the expenses to BVWC (consolidated) and which cumulatively
totals the $1,599,375 as shown on the Company's direct Schedule C-l, line 15, and
provide the separate supporting work papers for each entity.

RESPONSE: Please see attachment 5.01 for a breakdown of costs by vendor by system.

1



Data
Originating Master Name Sum of Debit Amount Sum of Credit Amount

ACE HARDWARE
Aircom Communications LLC
Algonquin Power Systems Inc
ALGONQUIN POWER TRUST
Algonquin Water Services LLC
ARIZONA BLUE STAKE, INC
ARIZONA CERTIFIED TESTING
CITY oF SIERRA VISTA
COCHISE co. HWY & FLOOD PLAIN
COCHISE COUNTY RECORDER
COCHISE LOCK & SAFE
COPPER STATE COMMUNICATIONS, INC
Cowboy UP Enterprise alba Perfection Sweeping and Service
DANA KEPNER CO,INC
Dorothy O'neiII
EARTHLINK, INC
GILBERT I. MILLS
GRASSHOPPER LANDSCAPING
Hess Structural Engineering
LAINHART EXCAVATING INC
MOUNTAIN VIEW AC&HEATNG,LLC
PERFECTION SWEEPING & SERVICE
Raymond Johnson alba Quality Janitorial
RICARDO ALVAREZ
SENSUS METERING SYSTEMS,INC
Sierra Vista Plumbing
TOWN oF HUACHUCA CITY
TRULY NOLEN EXTERMINATING, INC
TUCSON TRACTOR COMPANY
Vista Properties
Waste Management of Arizona
Westland Resources Inc.
blank)

193473.03
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

560
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

206603.86
9. 16

8299.5
578.63

137054.21
1027578.54

1225.2
458.09

2830.41
100

4
49.5
134
693

673.82
184.86
443.4
1500
3355

535
7556.76

183
231

5000
8900
352

451 .35
91 .88

660
1317.86
861 .95

1442.38
2331 .6

Grand Total 194033.031422689.96
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Data
Originating Master Name Sum of Debit Amount Sum of Credit Amount

Algonquin Power Trust
Algonquin Water Services LLC
ARIZONA BLUE STAKE
Dana Kepner
Gilbert |. Mills
GL Varney Corporation
L. Sheldon 8< Company Corporation
Lainhart Construction, LLC
Richard Alvarez alba Ricardo's Landscape
Westland Resources, Inc.

3600.25
0
0
0
0
0
0
0
0
0
0

35764.35
5646

1 15053.88
121 .2
1665

20
206.25

388
3077.37

800
448

Grand Total 3600.25163190.05
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Data
Originating Master Name Sum of Debit Amount Sum of Credit Amount

Algonquin Power Systems
Algonquin Power Trust
Algonquin Water Services LLC
Arizona Blue Stake Inc
Cochise County Hwy & Flood Plain
Computer Corner
Gilbert |. MIIIS
GL Varney Corporation
Hitchin Post iron
J&L AUTO SPECIALTIES DBA NEWMAN GLASS
Qwest Corporation
Richardo Alvarez alba Ricardo's Landscape
TOWN OF HUACHUCA CITY
Westland Resources Inc.

10588.6
0
0

29369.78
0
0
0

220
0
0
0
0
0
0
0

35245.76
1426.62

t 3449
160588.04

270.96
50

129.4
1040

206.25
20

43.09
1395.67

850
69.38

483.75
Grand Total 401 78.38215267.92
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Guidelines for Cost Allocations and Affiliate Transactions:

The following Guidelines for Cost Allocations and Affiliate Transactions (Guidelines) are intended
to provide guidance to jurisdictional regulatory authorities and regulated utilities and their affiliates
in the development of procedures and recording of transactions for services and products
between a regulated entity and affiliates. The prevailing premise of these Guidelines is that
allocation methods should not result in subsidization of non-regulated services or products by
regulated entities unless authorized by the jurisdictional regulatory authority. These Guidelines
are intended to be rules or regulations prescribing how cost allocations and affiliate
transactions are to be handled. They are intended to provide a framework for regulated entities
and regulatory authorities in the development of their own policies and procedures for cost
allocations and affiliated transactions. Variation in regulatory environment may justify different
cost allocation methods than those embodied in the Guidelines.

The Guidelines acknowledge and reference the use of several different practices and
methods. It is intended that there be latitude in the application of these guidelines, subject to
regulatory oversight. The implementation and compliance with these cost allocations and affiliate
transaction guidelines, by regulated utilities under the authority of jurisdictional regulatory
commissions, is subject to Federal and state law. Each state or Federal regulatory commission
may have unique situations and circumstances that govern affiliate transactions, cost allocations,
and/or service or product pricing standards. For example, The Public Utility Holding Company Act
of 1935 requires registered holding company systems to price "at cost" the sale of goods and
services and the undertaking of construction contracts between affiliate companies.

The Guidelines were developed by the NARUC Staff Subcommittee on Accounts in
compliance with the Resolution passed on March 3, 1998 entitled "Resolution Regarding Cost
Allocation for the Energy industry" which directed the Staff Subcommittee on Accounts together
with the Staff Subcommittees on Strategic Issues and Gas to prepare for NARUC's consideration,
"Guidelines for Energy Cost Allocations." In addition, input was requested from other industry
parties. Various levels of input were obtained in the development of the Guidelines from the
Edison Electric institute, American Gas Association, Securities and Exchange Commission, the
Federal Energy Regulatory Commission, Rural Utilities Service and the National Rural Electric
Cooperatives Association as well as staff of various state public utility commissions.

In some instances, non-structural safeguards as contained in these guidelines may not be
sufficient to prevent market power problems in strategic markets such as the generation market.
Problems arise when a firm has the ability to raise prices above market for a sustained period
and/or impede output of a product or service. Such concerns have led some states to develop
codes of conduct to govern relationships between the regulated utility and its non-regulated
affiliates. Consideration should be given to any "unique" advantages an incumbent utility would
have over competitors in an emerging market such as the retail energy market. A code of conduct
should be used in conjunction with guidelines on cost allocations and affiliate transactions.

A. DEFINITIQNS

1. Affiliates - companies that are related to each other due to common ownership or control

2. Attestation Enqaqement - one in which a certified public accountant who is in the practice of
public accounting is contracted to issue a written communication that expresses a conclusion
about the reliability of a written assertion that is the responsibility of another party.

ll
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3. Cost Allocation Manual (CAM) - an indexed compilation and documentation of a company's
cost allocation policies and related procedures.

4. Cost Allocations - the methods or ratios used to apportion costs. A cost allocator can be based
on the origin of costs, as in the case of cost drivers, cost-causative linkage of an indirect nature,
or one or more overall factors (also known as general allocators).

5. Common Costs - costs associated with services or products that are of joint benefit between
regulated and non-regulated business units.

6. Cost Driver - a measurable event or quantity which influences the level of costs incurred and
which can be directly traced to the origin of the costs themselves.

7. Direct Costs - costs which can be specifically identified with a particular service or product.

8. Fullv Allocated costs - the sum of the direct costs plus an appropriate share of indirect costs.

9. Incremental pricing- pricing services or products on a basis of only the additional costs added
by their operations while one or more pre-existing services or products support the fixed costs.

10. Indirect Costs - costs that cannot be identified with a particular service or product. This
includes but not limited to overhead costs, administrative and general, and taxes.

11. Non-regulated - that which is not subject to regulation by regulatory authorities.

12. Prevailing Market Pricing - a generally accepted market value that can be substantiated by
clearly comparable transactions, auction or appraisal.

13.Regulated - that which is subject to regulation by regulatory authorities.

14. Subsidization - the recovery of costs from one class of customers or business unit that are
attributable to another.

B. COST ALLOCATiON PRINCIPLES

The following allocation principles should be used whenever products or services are
provided between a regulated utility and its non-regulated affiliate or division.

1. To the maximum extent practicable, in consideration of administrative costs, costs should be
collected and classified on a direct basis for each asset, service or product provided.

2. The general method for charging indirect costs should be on a fully allocated cost basis. Under
appropriate circumstances, regulatory authorities may consider incremental cost, prevailing
market pricing or other methods for allocating costs and pricing transactions among affiliates.

3. To the extent possible, all direct and allocated costs between regulated and non-regulated
services and products should be traceable on the books of the applicable regulated utility to the
applicable Uniform System of Accounts. Documentation should be made available to the
appropriate regulatory authority upon request regarding transactions between the regulated utility
and its affiliates.

4. The allocation methods should apply to the regulated entity's affiliates in order to prevent



subsidization from, and ensure equitable cost sharing among the regulated entity and its affiliates,
and vice versa,

5. All costs should be classified to services or products which, by their very nature, are either
regulated, non-regulated, or common to both.

6. The primary cost driver of common costs, or a relevant proxy in the absence of a primary cost
driver, should be identified and used to allocate the cost between regulated and non-regulated
services or products.

7. The indirect costs of each business unit, including the allocated costs of shared services,
should be spread to the services or products to which they relate using relevant cost allocators.

C. COST ALLOCATION MANUAL (NOT TARIFFED)

Each entity that provides both regulated and non-regulated services or products should
maintain a cost allocation manual (CAM) or its equivalent and notify the jurisdictional regulatory
authorities of the CAM's existence. The determination of what, if any, information should be held
confidential should be based on the statutes and rules of the regulatory agency that requires the
information. Any entity required to provide notification of a CAM(s) should make arrangements as
necessary and appropriate to ensure competitively sensitive information derived therefrom be
kept confidential by the regulator. At a minimum, the CAM should contain the following:

1. An organization chart of the holding company, depicting all affiliates, and regulated entities.

2. A description of all assets, services and products provided to and from the regulated entity and
each of its affiliates.

3. A description of all assets, services and products provided by the regulated entity to non-
affiliates.

4. A description of the cost allocators and methods used by the regulated entity and the cost
allocators and methods used by its affiliates related to the regulated services and products
provided to the regulated entity.

D. AFFILIATE TRANSACTIONS (NOT TARIFFED)

The affiliate transactions pricing guidelines are based on two assumptions. First, affiliate
transactions raise the concern of self-dealing where market forces do not necessarily drive prices.
Second, utilities have a natural business incentive to shift costs from non-regulated competitive
operations to regulated monopoly operations since recovery is more certain with captive
ratepayers. Too much flexibility will lead to subsidization. However, if the affiliate transaction
pricing guidelines are too rigid, economic transactions may be discouraged.

The objective of the affiliate transactions' guidelines is to lessen the possibility of
subsidization in order to protect monopoly ratepayers and to help establish and preserve
competition in the electric generation and the electric and gas supply markets. it provides ample
flexibility to accommodate exceptions where the outcome is in the best interest of the utility, its
ratepayers and competition. As with any transactions, the burden of proof for any exception from
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the general rule rests with the proponent of the exception,

t. Generally, the price for services, products and the use of assets provided by a regulated entity
to its non-regulated affiliates should be at the higher of fully allocated costs or prevailing market
prices. Under appropriate circumstances, prices could be based on incremental cost, or other
pricing mechanisms as determined by the regulator.

2. Generally, the price for services, products and the use of assets provided by a non-regulated
affiliate to a regulated affiliate should be at the lower of fully allocated cost or prevailing market
prices. Under appropriate circumstances, prices could be based on incremental cost, or other
pricing mechanisms as determined by the regulator.

3. Generally, transfer of a capital asset from the utility to its non-regulated affiliate should be at
the greater of prevailing market price or net book value, except as otherwise required by law or
regulation. Generally, transfer of assets from an affiliate to the utility should be at the lower of
prevailing market price or net book value, except as otherwise required by law or regulation. To
determine prevailing market value, an appraisal should be required at certain value thresholds as
determined by regulators.

4. Entities should maintain all information underlying affiliate transactions with the affiliated utility
for a minimum of three years, or as required by law or regulation.

E. AUDIT REQUIREMENTS

1. An audit trail should exist with respect to all transactions between the regulated entity and its
affiliates that relate to regulated services and products. The regulator should have complete
access to all affiliate records necessary to ensure that cost allocations and affiliate transactions
are conducted in accordance with the guidelines. Regulators should have complete access to
affiliate records, consistent with state statutes, to ensure that the regulator has access to all
relevant information necessary to evaluate whether subsidization exists. The auditors, not the
audited utilities, should determine what information is relevant for a particular audit objective.
Limitations on access would compromise the audit process and impair audit independence.

2. Each regulated entity's cost allocation documentation should be made available to the
company's internal auditors for periodic review of the allocation policy and process and to any
jurisdictional regulatory authority when appropriate and upon request.

3. Any jurisdictional regulatory authority may request an independent attestation engagement of
the CAM. The cost of any independent attestation engagement associated with the CAM, should
be shared between regulated and non-regulated operations consistent with the allocation of
similar common costs. ,

4. Any audit of the CAM should not otherwise limit or restrict the authority of state regulatory
authorities to have access to the books and records of and audit the operations of jurisdictiorlal
utilities.

5. Any entity required to provide access to its books and records should make arrangements as
necessary and appropriate to ensure that competitively sensitive information derived therefrom be
kept confidential by the regulator.

F. REPORTING REQUIREMENTS

1. The regulated entity should report annually the dollar amount of non-tariffed transactions



A

associated with the provision of each service or product and the use or sale of each asset for the
following:

a. Those provided to each non-regulated affiliate.

b. Those received from each non-regulated affiliate.

c. Those provided to non-affiliated entities.

2. Any additional information needed to assure compliance with these Guidelines, such as cost of
service data necessary to evaluate subsidization issues, should be provided.
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BEFORE THE ARIZONA CORPORATION COMMISSION

IN. THE MATTER OF THE
APPLICATION OF LITCHFIELD PARK
SERVICE COMPANY, AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR
VALUE OF ITS UTILITY PLANTS
AND PROPERTY AND FOR INCREASES
IN ITS WATER AND WASTEWATER
RATES AND CHARGES FOR UTILITY
SERVICE BASED THEREON.

No. SW-01428A-09-0103

IN THE MATTER OF THE
APPLICATION OF LITCHFIELD PARK
SERVICE COMPANY, AN ARIZONA
CORPORATION, FOR A
DETERMINATION OF THE FAIR
VALUE OF ITS UTILITY PLANTS
AND PROPERTY AND FOR INCREASES
IN ITS WATER AND WASTEWATER
RATES AND CHARGES FOR UTILITY
SERVICE BASED THEREON.

)
)
)
)
)
)
)
>
)
)
)
)
)
)

NO. W-01427A-09-0104

)
)
)
)
)
)
)
)
)

DEPOSITION OF MATTHEW ROWELL

EXHIBIT

Phoenix, Arizona
November 30, 2009

9:15 a.m.

REPORTED BY :

CHRISTINE A. CHAMBERLAIN, RPR
Certified Reporter
Certificate No. 50741

1

PREPARED FOR :

VGRIFFIN
163)
ASSOCIATESLLc

_.-
court reporters

MS. MICHELLE WOOD
Attorney at Law
(COPY)

3030 North Central Avenue
Suite 1102
Phoenix, Arizona 85012

T 602.264.2230
888.529.9990

F 602.264.2245

wwwgriffi nreporters.com
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IN THE MATTER OF THE APPLICATION OF
NORTHERN SUNRISE WATER COMPANY,
INC., AN ARIZONA CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE OF
ITS UTILITY PLANTS AND PROPERTY AND
FOR INCREASES IN ITS WATER RATES
AND CHARGES FOR UTILITY SERVICE
BASED THEREON.

IN THE MATTER oF THE APPLICATION OF
SOUTHERN SUNRISE WATER COMPANY.,
INC., AN ARIZONA CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE oF
ITS UTILITY PLANTS AND PROPERTY AND
FOR INCREASES IN ITS WATER RATES
AND CHARGES FOR UTILITY SERVICE
BASED THEREON.

IN THE MATTER oF THE JOINT
APPL\CAT1ON OF BELLA VISTA WATER
CO., INC., NORTHERN SUNRISE WATER
COMPANY, INC., AND SOUTHERN
SUNRISE WATER COMPANY., INC., FOR
APPROVAL OP AUTHORITY To
CONSOLIDATE OPERATIONS, AND EOR

1"

'of

1 BEFORE THE ARIZONA CORPORATION COMMISSION
Rt: C E I v E D

20lu ! lAUS Q 25 :JV
Q,

3538? CUNWSSMM

2 KRISTIN K. MAYES
CHAIRMAN

3 GARY PIERCE
COMMISSIONER

4 SANDRA D. KENNEDY
COMMISSIONER

5 PAUL NEWMAN
COMMISSIONER

6 BOB STUMP
COMMISSIONER

BUCKET CUNTRUI.

7
Docket No. W-02465A-09-0411

8

9

10

IN THE MATTER OF THE APPLICATION oF
BELLA VISTA WATER CO., INC., AN
ARIZONA CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE OF
ITS UTILITY PLANTS AND PROPERTY AND
FOR INCREASES IN ITS WATER RATES
AND CHARGES FOR UTILITY SERVICE
BASED THEREON.11

12 Docket No. W-20453A-09-0412

13

14

15
9

16
Docket No. W-20454A-09-0413

17

18

19

20

21 Docket No. W-02465A-09-0414
Docket No. w-20453A-09-0414
Docket No. w-20454A-09-041422

23
EXHIBIT
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1

1

2

THE TRANSFER OF UTILITY ASSETS To
BELLA VISTA WATER CO., INC,
PURSUANT To ARIZONA REVISED
STATUTES 40-285.

3
NOTICE oF ERRATA

4

5
The Residential Utility Consumer Office ("RUCO") hereby files this Notice of Errata in

6
the above-referenced matter.

7
RUCO's Exhibit TJC-4 was filed with Timothy J. Coley's Surrebuttal Testimony oh June

8
18, 2010. Attached is RUCO's revised Exhibit TJC-4.

9

10 RESPECTFULLY SUBMITTED this 11th day of August, 2010.

11 , J

12
/ 1

Michelle L. Wood
Counsel

Z
13

14

15

AN ORIGINAL AND THIRTEEN COPIES
of the foregoing filed this 11th day
of August, 2010 with:

16

17

Docket Control
Arizona Corporation Commission
1200 West Washington
Phoenix, Arizona 85007

18

19
COPIES of the foregoing hand delivered/
mailed this W" day of August, 2010 to:

20

21

Jane L. Rodder
Administrative Law Judge
Hearing Division
Arizona Corporation Commission

Steven M. Olea, Director
Utilities Division
Arizona Corporation Commission

22

23

24

Janice Alward, Chief Counsel
Robin Mitchell, Counsel
Legal Division
Arizona Corporation Commission
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Jay L. Shapiro, Esq.
Fennemore Craig, P.C.
3003 N. Central Avenue
Suite 2600
Phoenix, AZ 85012
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Bella Vista Water Co., Inc.
W-02465A-09-0411 et al

RUCO'S REVISED EXHIBIT

TJC-4
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4 1

Page 1

WATER COMPANIES IN ARIZONA
TOTAL LABOR I WAGE DOLLARS PER CUSTOMER ANALYSIS

COMPARISON oF ALGONQUIN UTILITIES WITH OTHER ARIZONA WATER COMPANIES WITH SHARED SERVICES

Liberty Water Services

2008
Pro-Forma

W5G€S Expensed

2008
Pro-Forma

Customer Count

Annual
Wage Cost

Per Cus&omer

Monthly
Wage Cost

Per Customer

Bella Vista Water Company
(Consolidated)

N  e

1 s 1 ,G27,526 £4,309 $ 174.83 $ 14.57

Arizona Water Company

Line

2007
Pro-Forma

WBGES Expensed

2007
Pro-Forma

Customer Count

Annual
Wage Cost

Per Customer

Monthly
wage Cost

Per Customer

Average
Cost for

As Wang
M g individual Svstems: Note

1 Coolidge Water 2 $ 725,348 4,703 $ 154.23 $ 12,85

2 Lakeside Water 2 739,441 4,954 149.26 1244

3 Sedona Water 2 960.852 6,298 152.56 12.71

4 Casa Grande 2 3,319,563 22,529 147.35 12.28

5 W inkelman 2 32,059 168 190.83 15.90

6 Average Cosl for the 5 AWC Districts listed Above
13.24

7
148.58 I 12.38 lTotal Arizona Water Company

for All AWC 17 Water Systems 2 12,314,931 82.886

Arizona American Water Company

N I

2007

Pro»Forma
WB0e5 Exoermsed

2007
Pro-Forma

Customer Count

Annual
Wage Cost

Per Customer

Monthly
Wage Cost

Per Customer

Average
Casi for
AZ-AM

8 Agua Fria W ater 3 5 5,333,709 34,402 $ 155.04 $ 12.92

3 499,149 2,565 194.60 16.22
9 Havasu Water

3 2,347,204 16,635 141.10 11.76
10 Mohave Water

4 3,624,215 23,140 155.62 13.05
11 Sun City Water

12 Sun City West Water 3 2,204,885 15,465 142.57 11.88

13 Average Cost for the 5 AZ-AM Distrirns listed Above
13.17

14 Average Cost per Month for Al1 10 Systems on Page 1 Above
I 12.77 I

Notes:
1. As Filed by the Company in Rejoinder in Docket No. W-02453A-09-0411 et al.
2. Test Year End As Originally Filed by the Company in Docket No. W-01445A-08-0440
3. As Filed by the Company in Rejoinder in Docket No. w-u1303A-0B»0227
4. As Filed by the Company in Rebuttal in Docket no. W.01303A.09.g343



Page 2

WATER COMPANIES IN ARIZONA
TOTAL LABOR I WAGE DOLLARS PER CUSTOMER ANALYSIS

COMPARISON OF ALGONQUIN UTILITIES WITH OTHER ARIZONA WATER COMPANIES WITH SHARED SERVICES

Algonquin Water Services

Note

2008
Pro-Forma

Wases EXD€!'1S€d

2008
Pro-Forma

Customer Count

Annual
Wage Cost

Per Customer

Monthly
Wage Cost

Per Customer

Bella Vista Water Company
(Consolidated) 1 s 1,8271528 Moe s 174.83 s 14.57

American Stales Waler

Note

2006
Pro»Forma

Wackes Expensed

2006
Average

Customer Count

Annual
Wage Cost

Per Customer

Monthly
Wage Cost

Per Customer

12 Chaparral City Water Company 2 $ 1,435,885 13,333 s 107.69 $ 8.97

13 Total Average Costs for Total AWC 17 systems, 5 AZ-AM districts, and 1 Chaparral System that utilize the Shared Services Concept s 11.51

Notes:
1. As Filed by the Company in Rejoinder in Docket No. W-02453A-09-0411 et al,
2. As Filed by the Company in Rejoinder in Docket No, w-02113A-07-0551
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Page 3

TOTAL LABOR /WAGE DOLLARS PER CUSTOMER ANALYSIS
COMPARISON oF ALGONQUXN UTILITIES WITH OTHER ARIZONA WATER COMPANIES

Algonquin Water Services

Note

2008
Pro-Forma

Wases Expensed

2008
Pro-Forma

Customer Count

Annual
Wage Cost

Per Customer

Monthly
Wage Cost

Per Customer

Bella Vista Water Company
(Consolidated) 1 s 1 ,B27,52G 9,309 s 174.83 s 14.57

Various Arizona Water Companies

Line
Q Individual Svstems:

Note

2008
Annual Report

Wases Expensed

2008
Annual Report

Customer Count

Annual
Wage Cost

Per Customer

Morllhly
Wage Cost

Per Customer

Average
Cost for

Various Co

1 Rio Verde Utilities. Inc. _ Waler z $ 257,754 1,688 $ 152.70 $ 12.72

2 Bermuda Wa1er Company 2 810,371 7.672 105.63 5.80

3 Logo Del Ore Water Company 2 242,391 6.046 4009 3.34

4 Average Cost per Month for the 3 Systems listed Above 8.zs

5 Average for Pages 1, 2, and 3 for Other Arizona Water Companies I 10.92 I

Notes:
1 As Filed by the Company in Rejoinder in Docket No. W»02453A-09-0411 et al.
2, As Filed by the Company in its 2008 Annual Report Filed with the Commission



Page 4

TOTAL LABOR I WAGE DOLLARS PER CUSTOMER ANALYSIS
INCLUDING APT cosTs As PROPOSED BY ALGONQUIN UTILITY SERVICES

Liberty Water

Line
No. Nate

Test Year
Company proposed

W3D€S Expensed

Test Year
Average

Customer Count

Annual
Wage Cost
Proposed

Per Customer

Monthly
Wage Cost
Proposed

Per Customer

1 Black Mountain Sewer 1 $ 558,868 2,106 $ 265.37 s 22.11

2 UPSCO Waler Division 2 2,396,418 15,089 158.82 13.23

3 LIPSCO Sewer Divisior\ 2 2,802,435 14,589 192,09 16.01

4 Rio Rico Utilities. Inc Water 3 886,291 5,190 '\43.1B 11.93

5 Rio Rico Utilities, Inc Sewer 3 480,249 2,o71 231 .89 19.32

G Bella Vista Consolidated 4 1,G27,526 9,309 174.83 14.57

7 Average for All Algonquin Water/Sewer Companies Above 16.20

B Average tor Algonquin Water Companies Above
13.25

Noiesz

1. As Filed by the Company in Rejoinder in Docket No. SW-02361A-08-0609
2. As Filed by the Company in Rejoinder in Docket No. SW-01428A-09-0103
3, As Filed by the Company in Rejoinder in Docket No. WS-02676A-09-0257
4. As Filed by the Company in Rebuttal in Docket no. W~02453A-09-0411 et al.

TOTAL LABOR /WAGE DOLLARS PER CUSTOMER ANALYSIS
WITHOUT THE APT CENTRAL OFFICE cosTs

Liberty Water

Test Year
Company Proposed
WBGSS Expensed

Test Year
Average

Customer Count

Annual
Wage Cost
Proposed

Per Customer

Monthly
Wage Cost
Proposed

Per Customer
Line
No. Note

9 Black Mountain Sewer 1 $ 526,966 2,106 $ 250,22 $ 20.85

10 LIPSCO Waler Division 2 2,098,193 15,089 139.05 11.59

11 LIPSCO Sewer Division 2 2,472.319 14,5B9 18948 14.12

12 Rio Rico Utilities, Inc Water 3 764,941 6,190 123.5B 1030

13 Rio Rico Utilities, Inc Sewer 3 440,223 2,071 212.57 17.71

14 Bella Vista Consolidated 4 1 ,508,391 9.309 162.04 1350

15 Average for All Algonquin WaterlSewer Companies Above V\hthout APT Cost Allocations
14.68

16 Average for Algonquin Water Companies Above Without APT Cost Allocations
11.80

1. As Filed by the Company in Rejoinder in Docket No. sw-023e1A-0a-0609
2. As Fired by the Company in Rejoirader in Docket No. SW-01428A-09-0103
3. As Filed by the Company in Rebuttal in Docket No. WS-D26l/GA-09-0257
4. As Fi\ed by the Company in Rejoinder in Docket No. W-02453A-098411 el al.
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BEFORE THE ARIZONA CORPORATION CO ngfati0n Comrwssvon

SCKETED
MAY 2 7 1997

CARL J. KUNASEK
CHAIRMAN

JIM IRVIN
COMMISSIONER

RENZ D. JENNINGS
COMMISSIONER

DOCKET NO. U-2987-95-284

EXHIBIT

DocK18T no. U-2987-95-285
I

IN THE MATTER OF THE APPLICATION OF )
JOHNSON UTILITIES, LLC. DBA JOHNSON )
UTILITIES COMPANY FOR A CERTIFICATE )
OF CONVENIENCE AND NECESSITY TO )
PROVIDE WATER AND WASTEWATER )
SERVICE IN PINAL COUNTY, ARIZONA. )

)
)

IN THE MATTER OF THE APPLICATION OF )
JOHNSON UTILITIES, L.L.C. DBA JOHNSON )
UTILITIES COMPANY FOR AUTHORITY To )
ISSUE A PROMISSORY NOTE(S) AND OTHER >
EVIDENCE oF INDEBTEDNESS PAYABLE AT )
PERIODS OF MORE THAN TWELVE MONTHS )
AFTER THE DATE OF ISSUANCE, AND A )
REVOLVING LINE OF CREDIT, )

I

DECISION NO. 40883

QPINION AND ORDER

November 25, 1996

Phoenix, Arizona

DATE OF HEARING:

PLACE OF HEARING:

PRESIDING OFFICER:

APPEARANCES:

Marc E. Stern

SALLOUIST & DRUMMOND, P.L.L.C., by Mr. Richard
L. Sallquist, on behalf oflohnson Utilities. L.L.C.; and

Mr. Peter A. Breen, Staff Attorney. Legal Division. on
behalf of the Utilities Division of the Arizona Corporation
Commission.

BY THE COMMISSION:

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

On June 15, 1995, Johnson Utilities, L.L.C. alba Johnson Utilities Company ("JUC" or

"Applicant") filed with the Arizona Corporation Commission ("Commission") an application for a

Certificate of Convenience and Necessity ("Certificate") to provide water and wastewater treatment

service to approximately five sections of land southeast of Queen Creek, Pinal County, Arizona. At the

same time, Applicant also filed an application requesting the Commission's authorization for the sale of

membership interests in JUC which has been organized as a limited liability company ('°LLC") and to

incur indebtedness ("Financing Application" or collectively "Applications"). JUCIs Financing

1

1



H

u

1

2

3

4

5

6

DOCKET no. U-2987-95-284 81 al.

Application sought Commission approval to issue two classes of membership interests, managing

membership interests and associate membership interests, with the sale of .these interests to raise

$1 ,815,596 to partidiy finance the first year of plant construction of body systems. Additionally, JUCIs

Financing Application sought Commission approval to issue up to $1 ,300,000 in long-term debt which

would also be used to fund construction of JUC's water and wastewater facilities in its first year of

operations and also requested a revolving line of credit not to exceed $270,000.

On August 4, 1995, .TUC tiled an amendment to its Financing Application.

On May 29, 1996, JUC tiled an Addendum to the Applications and again amended its Financing

Application.

On September 24, 1996, the Commission's Utilities Division ("Start") filed its Staff Report

recommending approval of the Applications after a hearing.

On September 30,1996,the Commission, by Procedural Order, consolidated the Applications for

hearing and scheduled the proceeding for hearing.

On November 25, 1996,pursuant to the Commission's Order, a full public hearing took place

before a duly authorized Hearing Officer of the Commission at its offices in Phoenix, Arizona. Both

Applicant arid Staff appeared with counsel. At the conclusion of the proceeding. the matter was taken

under advisement pending submission of a Recommended Opinion and Order to the Commission.

* * * * * ** * 4= *

Having considered the entire record herein and being fully advised in the premises, the

Commission finds, concludes, and orders that:

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

FINDINGS QF FACT

1. On June 15, 1995, JUC filed with the Commission an Application for a Certificate

authorizing it to construct, operate, and maintain facilities to provide water and wastewater treatment

service to the public for a parcel of land consisting of approximately five sections (3,200 acres) in an area

on both sides of the Hunt Highway southeast of Queen Creek, Pinal County, Arizona, as is more fully

described in Exhibit A attached hereto and incorporated by reference.

2. . JUC was formed by Mr. George H. Johnson, President/CEO of Johnson International, Inc .

("JI") and the Johnson Trust and its affiliates.

2 DECISION NG. 40883
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3. .TUC was organized under the laws of Arizona relating to LLCs and will have two classes

ofmernbership interests', managing memberships which will be owned by Mr. Johnson and his family,

and associate memberships which will be owned by five or six major developers of the project.

4. Applicant will be managed by Mr. and Mrs. Johnson. Mr. Johnson has been involved in

real estate development for approximately 25 years and has developed approximately 8,000 acres in the

v icini ty of  Tucson, Arizona arid 6,500 acres in a community outside of  Salt Lake City, Utah.

Additionally, he has also developed land in the Scottsdale, Arizona area.

5. Mr. Johnson has previously been involved in the ownership and operation of another

public service corporation, Foothills Water Company, which also held a Certificate for the provision of

water and wastewater service. Foothills Water company was sold to CaNada Hills Water Company in

late 1986.

6.

14

JI is developing the property described in Exhibit A as Johnson Ranch. Mr. Johnson

envisions the project to be built out over 10 to 15 years with approximately 10,000 residences and a

population of approximately 20,000 people. Johnson Ranch property will include ranchettes. middle

income housing, and a number of private residences surrounding a golf course.

7, Jl owns approximately 50 percent of the land for the envisioned development with the

Arizona State Land Department controlling a large portion of the remainder along with a smaller parcel

owned by a private individual.

8. JI plans on acquiring the State owned lands through an open bidding process.and it has

received support from the State Land Department and the private land owner who also wishes to develop

his property .

9. IUC has provided notice of the Application and the hearing thereon in accordance with

the law.

10. JUC has obtained a franchise from Penal County for the majority of the area for which Ir

l

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

Ownership in an LLC is denoted as a membership interest rather than a share as with a
corporation. IUC was originally organized as an LLC in an attempt to circumvent the gross-up tax
associated with contributions and advances to utility companies. However, IUC has indicated that it may
reorganize as a Subchapter S corporation because of the recent federal law change regarding the gross-up
tax.

I
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seeks a Certificate with the exception of a parcel which lies east of the Hunt Highway for which it is in

the process of securing a franchise.

1 1. IUC has submitted a five year construction plan which will be completed in three phases

and estimates that the total cost of construction for body water and wastewater treatment systems for

Phase I will be just over $2.6 million.

12. Applicant's water facilities will initially consist of two wells, a one million gallon storage

tank and the necessary transmission and distribution lines through the first phase of development within

Johnson Ranch.

13. The first phase of JUC's wastewater treatment system will have a capacity of 300,000-

gallons-per-day, and will include collection mains, effluent pumping and transmission lines, and an

irrigated lagoon system and wetlands marsh. Plans call for treated effluent to be used on a planned golf

course in the project.

14. Applicant has not yet secured a Certificate of Approval to Construct ("CAC") from the

Arizona Department of Environmental Quality ("ADEQ") for either system and JI has not secured a

Certificate of an Assured Water Supply ("CAWS") from the Arizona Department of Water Resources

("ADWR").

15. Staff engineers have examined the construction plans and cost figures for both the water

and wastewater treatment systems and found the plans to be reasonable and appropriate. However. Staff

engineers have made no detennination with respect to whether the proposed plant in service viii] be "used

and use Ml" and reserves the right to determine rate base treatment, if any, in a future rate making

proceeding before the Commission.

16. Because a shortfall in effluent irrigation will result for JI's golf course..TUC plans to

supplement the effluent with CAP canal water. This will require IUC to build a turnout and pumping

station with an estimated cost of $91,000 along the Magma CAP canal and a 2.600 foot long water

transmission line from the canal to the golf course where the CAP water will be distributed.

17. Due to the extra golf course expense, Staff is recommending that .TUC establish a "CAP"

tariff similar to that approved by the Commission for Arizona Water Company in Docket No, U-1445-94-

4 DECISION NO. (00983
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1

2

3

061 which resulted in Decision No. 58593 (April 6, l 994).3

18. There are no public service corporations or municipally owned water or wastewater

treatment systems authorized to provide or providing service in or near the area requested to be

certificated herein.

19. IUC estimates that average water usage per customer will be 7,600 gallons of water per

month and projects that it will service approximately 127 water and wastewater customers by the end of

its first year of operations. IUC expects customer growth will reach approximately 254 customers per

year over the next four years of its operations

20. Mr. Johnson indicated that he and Jo will be responsible for any revenue short fall in order

to cover Applicant's initial operating expenses and provided evidence that JUC will have the necessary

financial and technical bacidng to enable it to provide public water and wastewater treatment service in

the area described in Exhibit A.

21. The initial rates arid charges for JUC"s water arid wastewater service as recommended by

Staff and as proposed by JUC are as follows:"

*l

2

i

. This tariff was designed to pass through all of the costs including administration related
to the provision of this service to the customer based on estimated maximum demand. The customer
provides the funds necessary to install the facilities required by the utility to provide the service as a
contribution to the utility.

3 These projections were utilized by Staff in preparing the schedules necessary to determine
Applicant's initial rates and charges.
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The rates and charges recommended by Staff were determined after a rev iew of  IC's
prob ectionSfor its first five years of operations and by comparing the rates of five neighboring water
systems as follows: Quail Hollow, Queen Creek, HZO, Inc.; Sun Valley Farms IV, and Arizona Water
Company/Coolidge Division. Staffs recommended wastewater treatment rates are based on water meter
size regardless of customer type.
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WATER RATES

Proposed Rates

M Q SML"
MONTHLY USAGE CHARGEs
(Includes no water)

5/8" x 3/4" Meter
3/4" Meter

1" Meter
1 W' Meter

2" Meter
3" Meter
4" Meter
6" Meter

$25.00
37.50
62.50
N/A

$200.00
N/A

$1 ,250.00
2,500.00

$18 .00
27.00
45.00
90.00

144.00
270.00
450.00
900.00

Gallonage Charge per 1,000 Gallons
(0 to 7,000 gallons)

=

:

In Excess of 7,000 gallons
Construction and standpipe charge

(Per 1,000 gallons)

$2.50

N/A

$3.00

$2.25

$2.50

$3.75

SERVICE LINE AND METER INSTALLATION CHARGES1
(Refundable pursuant to A.A.C. R14-2-405)

!
\

5/8" x 3/4" Meter
3/4" Meter

1" Meter
1 %" Meter

2" Meter
3" Meter
4" Meter
6" Meter

n

-

Compound
Compound

S 365.00
405.00
455.00
665.00

1,080.00
N/A

$2,985.00
5,780.00

$ 365.00
405.00
455.00
665.00

1.08000
2,190.00
2.985.00
5,780.00

$25.00
$50.00

*

$25.00
$40.00

*

*+$40.00
**

** + 30.00
$25.00

5.00

N/A
$50.00

N/A
$25.00

5.00
* *

4=**

* *

***

1
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SERVICE CHARGES:
Establishment
Establishment (After Hours)
Reestablishment (Within 12 Months)
Reestablishment (After Hours)
Reconnection (Delinquent)
Reconnection (After Hours)
Meter Test (If Correct)
Meter Re~Read (If Correct)
Meter Move at Customer Request
Deposit (Residential Customer)
Deposit Interest (Per Annum)
NSF Check
Deferred Payment (Per Month)
Late Payment Charge (Per month)
Hook-up Fee (Including gross-up)

6.00%
$15.00

1.50%
1.50%

$1,050.00

6.00%
$15.00

1.50%
1.50%

$0.00

6 DECISION NO. @0833
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*

4 *

*4-*

Number of months off system times the monthly minimum per A.A.C.R14-2-403(D).
Cost to include labor, materials, overhead and applicable taxes. No charge if no labor
involved.
Per A.A.C. R14-2-403(B).

WASTEWATER TREATMENT RATES

Proposed Rates

,BILL Staff
MONTHLY USAGE UHARGF1
General Residential Service *
5/8" x 3/4" Meter

3/4" Meter
1" Meter

I W' Meter
2" Meter
3" Meter
4" Meter
6" Meter

$40.00
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

N/A
$35.00
38.50
49.00
63.00

101 .50
385.00
735.00

1,015.00

*Company proposed charging the same flat rate for all residential customers regardless of water meter
size. Staff proposes charging according to water meter size.

Commercial Service"
l" water meter
2" water meter

$40.00
125.00

N/A
N/A |

**Staff proposes to charge according to water meter size, not customer type. |
|

EFFLUENT CHARGE:
per acre foot
per 1,000 gallons

$200.00
0.62

$200.00
0.62

Service Line Connection Charge $350.00 $350.00

$25.00
$50.00

*

$25.00
$40.00

*

N/A
N/A
N/A
ow

SERVICE CHARGES:
Establishment
Establishment (After Hours)
Reestablishment (Within 12 Months)
Reestablishment (After Hours)
Reconnection (Delinquent)
Reconnection (Acer Hours)
Deposit (Residential Customer)
Deposit Interest (Per Annum)
NSF Check
Deferred Payment (Per Month)
Late Payment Charge (Per Month)
Hook-up Fee (including gross-up)

* + $40.00
* *

** + s30.00
4 *

6.00%
$15.00

1.50%
1.50%

$1,400.00

6.00%
$15.00

1.50%
1 .50%
0.00
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*

* *
Number of months off system times the monthly minimum per A.A.C. R14-2»603(D).
Cost tO include labor, materials, overhead and applicable taxes. No charge if no labor
involved. Staff proposes (N/A) no fee for reconnection after disconnection due to
delinquency and for reconnection after hours because sewer systems do not generally have
physical disconnection.
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*** Per A.A.C. R14~2-603(B).

22. During the hearing, IUC stipulated to dl of the initial rates and charges recommended by

Staff with the exception that IUC requests that the Commission authorize it to charge a $750 hook-up

fee for new water customers and a $1 ,000 hook-up fee for new sewer customers.

9 23. Staff recommends that the Commission not approve any hook-up fees for either the water

or wastewater treatment systems at this time. In the past, the Commission has authorized such fees only

in the cases of existing companies where die risk of plant expansion in new areas is placed on the

developer and the new customers who are to be served by the expansion of utility plant thus, old

customers are not affected.

24. Staff is also recommending that IUC include in its tariff a provision for the collection of

any privilege, sales, or use tax with respect to its operations of the water and sewer utility systems. in

accordance with A.A.C. R14-2-409(D)(5) and A.A.C. R14-2-608(D)(5), respectively.

25. JUC's Financing Application seeks the Commission s authorization for financing approval

to partially fund plant construction of both the water and wastewater treatment systems during the first

year of operations and IUC will also util ize the funds generated by the sale of the management

membership interests to pay for construction.

26. In order to facilitate the formation of IUC as an LLC, Applicant has requested that the

Commission approve the sale of its managing memberships to Mr. and Mrs. Johnson and their children

for $848,096 and the sale of the associate memberships to the five or six major developers involved in

the development of Johnson Ranch for $967,500 each.

27. . in addition to the sale of the membership interests of the LLC, IUC is also seeking the

Commission's authorization to issue up to $1 .3 million in long-term debt and secure a revolving line of

credit not to exceed $270,000. Applicant would utilize these monies to fund construction in addition to

that paid for by the sale of membership interests during its first year of operations.
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'The capital raised from the sale of associate memberships will be usedto pay for part of
backbone plant and 100 percent of the related distribution and collection system costs for each
developer's/builder's share of the overall project with part of these funds to be used immediately to start
paying part of the principal at any outstanding debt.

5
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28. JUC's operations are to be controlled by its managing members who have the sole voting

rights and rights to the majority of the profits, but they also bear the losses of the utility systems.

29. Although associate members in .TUC would not have voting rights, .TUC has proposed that

each associate member will be entitled to a percentage share of any profit related to their membership

equity and be entit led to as amount equal to 10 percent of  the revenues generated f rom their

developments for a fixed period of time in order reduce each associate member's membership equity,

30. IUC has indicated that if it elects to reorganize and operate as a corporation, it will enter

into standard water and wastewater line extension agreements which it will submit to the Commission

for approval.

3 l. JUC's proposed capital structure would consist of approximately 40 percent debt and 60

percent equity with the debt to be reduced by the hook-up fees which JUC requested that the Commission

authorize in its rate structure.

32. Staff recommends that the Commission authorize a capital structure for IUC that consists

of approximately 25 percent debt and 75 percent equity in order to protect its future customers from

financial risks, StaN" believes that the Applicant will not operate proiitabiy until at least the fourth year

of its operations, and Staff believes that the risk should be borne by JUC's managing members.

33. Staff has recommended the conditional approval of JUC's Applications as follows:

adopt Staffs recommended rates and charges and order that JUC file a tariff consistent

with same without a gross-up provision or any hook-up charges;

that the approval of JUC's Financing Application does not constitute an adjudication that

the associate memberships proposed to be offered do not constitute a security nor does

the approval hereinafter constitute approval for the sale of the associate memberships as

a security,

order that .TUC tile, within 365 days of the effective date of this Decision. a copy of its

CAC for its water and wastewater treatment facilities issued by ADEQ;

order that JUC file, within 365 days of the effective date of this Decision. a copy of the

developer's CAWS issued by ADWR,

order that JUC be authorized to issue up to $1.35 million in managing memberships.

9 DECISION NO. 60283



n _ i95'. v
.8 ' »

4 ./I
£* /» `*:k_W LE4

6.

ix \ '4-
1

K {'*,,.¢'L.-.. 5, I

LE t'§~
a

€ *° . . . - /;:1 .I5 x
A. . j .

1 ii€;a.'ff>l W--

<5 * 5 1 I
n .I .

r - 4 * r ¢
CD g _ . - n .

. 1 .8318 ' L,_In; _ ., 'g
9

¥ 1 . * 5 3 *

»r"' ¢;.,, . 1
W - = - ~g »1 41"w

L

DOCKETNO. U-2987-95-284 I .

1

2

3
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10

$967,500 for each associate membership, and up to $772,000 in a combination of short

and long-term debt at an interest rate not to exceed 10 percent,

that the Commission reserve the right to determine any fixture rate base treatment of plant

financed by either the owners or the developers in conjunction with a permanent rate case:

order that JUC establish a tariff for non-potable CAP water usage as described

hereinabove and tile it with the Commission for its approval,

order Mat JUC notify the Commission at least 15 days prior to serving its first customer;

order that JUC file, within 365 days of the effective date of this Decision, a copy of its

franchise for the area east of the Hunt Highway for which it does not already have a

franchise for as described in Exhibit A, arid

11 order that .IUC file for rate review after 36-months from the date it first provides service

12

13 34.

14

15

to any customer.

While we concur with the balance of Staffs recommendations in Finding of Fact No. 33

we believe that, under the circumstances herein, JUC ̀ s proposed base hook-up fees of $750 for new water

customers and $1 ,000 for new sewer customers should be adopted as described in Exhibits B and C.

16

17

respectively, attached hereto and the fees collected thereby be treated as contributions. Further. Staff

should examine these fees when .TUC files for rate review in 36 months and determine whether they

18

19

remain appropriate at that time.

35 , Because of Mr. Johnson's past history of successfully operating a public utility. we are

20 not convinced a performance bond is necessary at this time.

21 C Q N C L U S I O N S  Q F  L A W

22 1. J

23

24 2.

25 3.

26 4.

27

28

Upon beginning operations,.TUC will be a public service corporation within the meaning

of Article XV of the Arizona Constitution and A.R.S. §§40-281, 40-282, 40-301 and 40-302.

The Commission has jurisdiction over .TUC and the subject matter of the Applications.

Notice of the hearing was given in accordance with the law.

Applicant is a fit and proper entity to receive a Certificate authorizing it to construct.

operate, and maintain facilities to furnish water and Wastewater treatment service to the public in the area

described in Exhibit A.
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5. The public convenience and necessity require the issuance of a Certificate to Applicant

authorizing it to provide water and wastewater treatment service to the public in the areas sought to be

certificated herein.

6. The rates and charges authorized hereinafter are just and reasonable.

7. Stay's recommendations, M set forth in Finding of Fact No. 33 should be adopted with

the exception that JUC's proposed base hook-up fees of $750 and $1,000 for new water and sewer

customers, respectively, should be approved as described in Exhibits B and C, respectively, and treated

as contributions with these charges being re~examined for their appropriateness when IUC files for rate

review in 36 months.

8. Financing should be approved as ordered below.

9. The financing approved herein is for lawful purposes within Applicant's corporate powers.

is compatible with the public interest, with sound financial practices. and with the proper performance

by JUC of service as a public service corporation. and will not impair JUCIs ability to perform that

service.

The financing approved herein is for the construction of the water and wastewater

treatment systems and is reasonably necessary for that purpose, and such purpose is not, wholly or in part.

reasonably chargeable to operating expenses or to income.

10.15
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27

28

ORDER

IT IS THEREFORE ORDERED that the application of Johnson Utilities, L.L.C. alba Johnson

Utilities Company for a Certificate of Convenience and Necessity authorizing it to construct, maintain

and operate facilities in order to provide water and wastewater treatment service to the public in the area

more fully described in Exhibit A be, and is hereby, granted; provided that, within one year of the

effective date of this Decision, Applicant files a copy of its Certificate of Approval to Construct its water

and wastewater treatment facilities for its first phase of development, a copy of Johnson lntemational's

Certificate of Assured Water Supply, and a copy of its Pinal County franchise for the area east of the

Hunt Highway described in Exhibit A.

IT IS FURTHER ORDERED that in the event that Johnson Utilities, L.L.C. alba Johnson Utilities

Company does not timely file copies of the Certificate of Approval to Construct, Certificate of an

DECISION NO. 402,787
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Assured Water Supply, Pinar County franchise, and the performance bond or its equivalent as required

by the preceding ordering paragraphs, then the Certificate of Convenience and Necessity for the area

described in Exhibit A shall be deemed to be denied, without further order by the Arizona Corporation

Commission.

IT IS FURTHER ORDERED that on or before May 30, 1997, Johnson Utilities, L.L.C. alba

Johnson Utilities Company shall file a tariff containing the following rates and charges for its water and

wastewater treatment services: ,

WATER RATES

MONTHLY USAGE CHARGE:
(Includes no water)

5/8" x 3/4" Meter
3/4" Meter

1" Meter
1 W' Meter

2" Meter
3" Meter
4" Meter
6" Meter

s 18.00
27.00
45.00
90.00

144.00
270.00
450.00
900.00

Gallonage Charge per 1,000 Gallons
(0 to 7,000 gallons)
In Excess of 7,000 Gallons

$2.25
2.50

Construction and standpipe commodity charge
(Per 1,000 gallons) $3.75

SERVICE LINE AND METER INSTALLATION CHARGES 2
(Remindable pursuant toA.A.C. R14-2-405) ,

5/8" x 3/4" Meter
3/4" Meter

1" Meter
l W' Meter

2" Meter
3" Meter
4" Meter
6" Meter

D

-

Compound
Compound

s 365.00
405.00
455.00
665.00

1,080.00
2,190.00
2,985.00
5,780.00
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SERVICE CHARGES2

$25.00
$40.00

*

$50.00
25.00
5.00

*w
**4=

Establishment
Establishment (After Hours)
Reestablishment (Within 12 Months)
Reconnection (Delinquent)
Meter Test (If Correct)
Meter Re-Read (If Correct)
Meter Move at Customer Request
Deposit (Residential Customer)
Deposit Interest (Per Annum)
NSF Check
Deferred Payment (Per Month)
Late Payment Charge (Per Month)
Hook-up fee as per Exhibit B

6.00%
$15.00

1.50%
1.50%

*

**

***

Number of months off system times the monthly minimum per A.A.C. R14-2-403(D).
Cost to include labor, materials, overhead and applicable taxes. No charge if no labor
involved.
Per A.A.C. R14-2-403(B).

WASTEWATER TREATMENT RATES

MONTHLY USAGE CHARGE:

5/8" x 3/4" Meter
3/4" Meter

l" Meter
l W' Meter

2" Meter
3" Meter
4" Meter
6" Meter

s 35.00
38.50
49.00
63.00

101 .50
385.00
735.00

1,015.00

EFFLUENT CHARGE1
Per acre foot
Per 1,000 gallons

$200,00
0.62

Service Line Connection Charge $350.00

SERVICE CHARGES;

$25.00
s40.00

*
**

l

2
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4

5
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t o
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Establishment
Establishment (After Hours)
Reestablishment (Within 12 Months)
Deposit
Deposit Interest (Per Annum)
NSF Check
Deferred Payment (Per Month)
Late Payment Charge (Per Month)
Hook-up fee as per Exhibit C

6.00%
$15.00

1 .50%
1.50%
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I

2

3

*

* *

Number of months off system times the monthly minimum per A.A.C. R14-2-603(D).
Per A.A.C. R14-2-603(B).

4
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8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

IT IS FURTHER ORDERED that the rates and charges authorized herein shall be effective for

all service rendered until otherwise ordered by the Arizona Corporation Commission.

IT IS FURTHER ORDERED that Johnson Utilities, L.L.C. alba Johnson Utilities Company shall

file a schedule with its tariff for the collection of the proportionate share of any privilege, sales or use tax,

in accordance with A.A.C. Rl 4-2-409(D)(5) and A.A.C. R14-2-608(D)(5).

IT IS FURTHER ORDERED that Johnson Utilities, L.L.C. alba Johnson Utilities Company is

hereby authorized to sell up to $1 .35 million of its managing memberships, $967,500 for each associate

membership, and issue up to $772,000 in a combination of short and long-term debt, at an interest rate

of not more than 10 percent per annum.

IT IS FURTHER ORDERED that the audtority stated above shall be expressly contingent upon

Johnson Utilities, L.L.C. alba Johnson Utilities Company using the financing proceeds for the purposes

set forth in the Financing Application.

IT IS FURTHER ORDERED that Johnson Utilities. L.L.C. alba Johnson Utilities Company shall

be authorized to engage in any transactions arid to execute any documents necessary to effectuate the

transactions.

IT IS FURTHER ORDERED that the approval of the financing set forth hereinabove does not

constitute or imply approval or disapproval by the Commission of any particular expenditure of the

proceeds derived thereby for purposes of establishing just and reasonable rates.

IT IS FURTHER ORDERED that Johnson Utilities, L.L.C. alba Johnson Utilities Company shall

establish a tariff for non-potable CAP water usage and tile it with the Director of the Commissions

Utilities Division for approval.

IT IS FURTHER ORDERED that Johnson Utilities, L.L.C. alba Johnson Utilities Company shall

notify the Director of the Commission's Utilities Division at least 15 days prior to serving its f irst

customer.

IT IS FURTHER ORDERED that Johnson Utilities, L.L.C. alba Johnson Utilities Company shall

maintain its books and records in accordance with the National Association of Regulatory Utility

14 DECISION no. La X123
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Commissioners Uniform System of Accounts.

IT IS FURTHER ORDERED that Johnson Utilities, L.L.C. alba Johnson Utilities Company shall

file a status report for its hook-up fees each January 3] beginning in 1998, accounting for all hook-up fees

collected and expended. This status report shall contain a list of all persons that havepaid the hook-up

fee, the amount each person paid, the amount of money spent from the hook-up fee account. and a list

of facilities that have been constructed.

IT IS FURTHER ORDERED that Johnson Utilities, L.L.C. alba Johnson Utilities Company shall

file for rate review within 36 months from the date it first provides service to any customer.

IT IS FURTHER ORDERED that this Decision shall become effective immediately.

BY ORDER OF THE ARIZONA CORPORATION COMMISSION I
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DOCKET no. U-2987-95-284 1.

EXHIBIT A

SE 1/4 OF SEC. 18
s % OF NE 1/4 OF SEC. 18
s % OF NW 1/4 OF SEC. 18
N % OF sw 1/4 OF SEC. 18
SE 1/4 OF sw 114 OF SEC. 18
E % OF SEC. 19
ALL PORTIONS oF SEC. 20, 28 AND 29 THAT ARE SOUTH AND WEST OF THE HUNT
HIGHWAY ALIGNMENT AS OF .TUNE 1, 1995,
E % OF SEC. 30 AND 31
SEC. 32
ALL PORTIONS OF SEC. 33 SOUTH AND WEST OF THE HUNT HIGHWAY ALIGNMENT AS
oF JUNE 12, 1995, EXCEPT THE SE 1/4 OF SE 1/4.
ALL IN T3S, R8E, GSRB&M s PINAL COUNTY, ARIZONA.
THE Two PARCELS DESCRIBED BELOW:

THAT PART OF THE NORTH HALF oF SECTION TWENTY (20), TOWNSHIP THREE (3)
SOUTH, RANGE EIGHT (8) EAST OF THE GILA AND SALT RIVER BASE AND MERIDIAN,
PINAL COUNTY, ARIZONA, LYING EAST OF HUNT HIGHWAY.

EXCEPT ALL OIL, GAS AND OTHER HYDROCARBON SUBSTANCES, HELIUM OR OTHER
SUBSTANCES OF A GASEOUS NATURE, COAL, METALS, MINERALS, FOSSILS, FERTILIZER
OF EVERY NAME AND DESCRIPTION AND EXCEPT ALL MATERIALS WHICH MAY BE
ESSENTIAL To PRODUCTION OF FISSIONABLE MATERIALS AS RESERVED IN ARIZONA
REVISED STATUTES;

EXCEPT ANY PORTION THEREGF LYING WITHIN HUNT HIGHWAY.

THAT PORTION oF SECTION 21, TOWNSHIP 3 SOUTH, RANGE 8 EAST, GILA AND SALT
RIVER MERIDIAN, PINAL COUNTY, ARIZONA, DESCRIBED As FOLLOWS:

COMMENCING AT THE SOUTHWEST CORNER OF THE NORTHWEST ONE-QUARTER
(NW 1/4) OF SAID SECTICN 21 ;

= THENCE, N 03° 06' 14" w, ALONG THE WEST LINE OF SAID NORTHWEST ONE-
QUARTER (NW 1/4), A DISTANCE OF 5.00 FEET TO THE POINT OF BEGINNING;

THENCE, CONTINUE N 03 o 06' 14" W ALONG SAID WEST LINE, 1,313.25 FEET;

THENCE, S 86° 00' 00" E, 151.16 FEET To A LINE 150.00 FEET EASTOF AND PARALLEL
'WITH SAID WEST LINE OF THE NORTHWEST QUARTER (NW 1/4) OF SECTION 21 ;

THENCE, s 03° 06' 14" E, ALONG SAID PARALLEL LINE, A DISTANCE OF 1,294.56
FEET;

THENCE, S 86° 53' 46" w. 150.00 FEET TO THE POINT OF BEGINNING

CONTAINING 4.49 ACRES, MORE OR LESS.

DECISION NO. (,(2°Z,,?_2»



EXHIBIT B
TARIFF SCHEDULE

UTILITY : JOHNSON UTILITY COMPANY SHEET NO.

DOCKET no. U-2987-95-284 gt al. DECISION no.

EFFECTIVE DATE:

OFF-SITE FACILITIES HOOK-UP FEE-WATER

Applicable to: In addition to the Meter Installation Charge and requirements for on-site
facilities to be installed pursuant to approved main extension agreements, the following
Off-site Facilities Hook-up Fee is applicable to all new service connections requiring a
main extension agreement. .

Purpose: To equitably apportion the costs of off-site water facility development among
all new service connections.

De6nitiQns:

"Applicant" means any party entering into an agreement with Company for the
installation of water facilities to serve new service connections.

¢

"Company" means Johnson Utility Company.

"Main extension agreement" means any agreement whereby an applicant
agrees to advance the costs of the installation of water facilities to Company to serve new
service connections. or install water facilities to serve new service connections and trans-
fer ownership of such water facilities to Company, which agreement shall require the ap-
proval of the Arizona Corporation Commission. Same as "line extension agreement".

"Off-site facilities" means wells, storage tanks and related appurtenance
necessary for proper operation, including engineering and design costs. Offsite facilities
many also include booster pumps, pressure tanks, transmission mains and related appurte-
nances necessary for proper operation if these facilities are not for the exclusive use of
applicant.

"Service Connection" means and includes all service connections for
single-family residential or other uses, regardless of meter size.

Cff-site Facilities Hook-up Fee: Each new service connection shall pay the total
Off-site Facilities Hook-up Fee derived from the following table;

DECISION NO. 46773
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Johnson Utility Company
Off-site Facilities hook-up Fee Tariff
Page 2

Docket No.U-2987-95-284 Qt al.

OFF-SITE FACILITIES HOOK-UP FEE TABLE

Meter Size
5/8 x 3/4"

Total Fee
$ 750.00

3 /4" s 900.00

1 " s 1,500.00

1-1/2" S 3,000.00

2"
S 4,800.00

Qin
J s 9,000.00

4"
s 1 5.000.00

6" or greater $30.000.00

Terms and Conditions:

LA) Time of payment: In addition m the amounts Io be advanced put
slant to an Arizona Corporation Commission approved main extension
agreement. the applicant for new water services shall pay the Company the
Off-site Facilities Hook-up Fee as determined by meter size and number of
connections to be installed pursuant to the main extension agreement.
Payment of the Off-site Facilities Hook-up Fee shall be made at the time
of payment of the main extension agreement or prior to commencement of
construction of the water facilities to be installed by applicant pursuant to
the main extension agreement.

LBJ Off-site Facilities Hook-up Fee Non-refundable: The base fee
amounts collected by the Company pursuant to the OrT~site Facilities
Hook-up Fees shall be non-refundable advances in aid of construction.

(Q) Trust Account: All funds collected by the Company as Off-site
Facilities Hook-up Fees shall be deposited into a separate interest bearing
trust account and used solely for the purpose of paying for the costs of off-

DECISION NO. 40-733
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Johnson Utility Company
Off-site Facilities hook-up Fee Tariff
Page 3

Docket No.U-2987-95-284 et al,

site facilities, including repayment of loans obtained for the installation of
off-site facilities.

(D) Disposition of Excess Funds: After all necessary and desirable off-
site facilities are constructed utilizing funds collected pursuant to the Off-
site Facilities Hook-up Fee or the Off-site Facilities Hook-up Fee has been
terminated by order of Arizona Corporation Commission, any funds re-
maining in the trust account shall be refunded. The manner of the relied
shall be determined by the Commission at the time a refund becomes nec-
essay.

DECISION NO. 40333
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EXHIBIT C
TARIFF SCHEDULE

UTILITY1 JOHNSON UTILITY COMPANY SHEET NO.

DOCKET no.U-2987-95-284 et al. DECISION no.

EFFECTIVE DATE:

OFF-SITE FACILITIES HOOK-UP FEE-WASTEWATER

Applicable to: In addition to any other Arizona Corporation Commission approved
charges and requirements for on-site facilities to be installed pursuant to main extension
agreements, the following Off-site Facilities Hook-up Fee is applicable to all new service
connections requiring a main extension.

Purpose: To equitably apportion the costs of off-site wastewater facility development
among all new service connections.

Definitions:

"Applicant" means any party entering into an agreement with Company for the
installation of wastewater facilities to serve new service connections.

"Company" means Johnson Utility Company.

"Main extension agreement" means any agreement whereby an applicant agrees to
advance the costs of the installation of wastewater facilities to Company to serve new
service connections, or install wastewater facilities to serve new service connections and
transfer ownership of such wastewater facilities to Company.

"Off-site facil ities" means treatment plant, sludge disposal facil ities, eff luent
disposal facilities and related appurtenance necessary for proper operation, including
engineering and design costs. Offsite facilities many also include lif ts stations, force
mains, trunk collection mains and related appurtenances necessary for proper operation if
these facilities are not for the exclusive use of applicant.

"Serv ice Connection" means and includes all serv ice connections for single-
family residential or other uses, regardless of service lateral size.

DECISION NO. @0335
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Docket No.U-2987-95-284 et al.Johnson Utility Company
Off-site Facilities hook-up Fee Tariff
Page 2

I

Off-site Facilities Hook-up Fee: Each new service connection shall pay the total Off-site
Facilities Hook-up Fee derived from the following table:

OFF-SITE FACILITIES HOOK-UP FEE TABLE

Service Lateral Size Total Fee
s 1,000.00

s 2,000.00

8" or greater $ 4,000.00

Terms and Conditions:

(A) Time of payment: In addition to the amounts to be advanced pursuant to a main
extension agreement, the applicant for new wastewater services shall pay the
Company the Off-site Facilities Hook-up Fee as determined by service lateral size
and number of connections to be installed pursuant to the main extension
agreement. Payment of the Off-site Facilities Hook-up Fee shall be made at the
time of payment of the main extension agreement or prior to commencement of
construction of the wastewater facilities to be installed by applicant pursuant to
the main extension agreement.

(B) Off site Facilities Hook-up Fee Non-refundable: The base fee amounts collected
by the Company pursuant to the Off-site Facilities Hook-up Fee shall be non-
refundable advances in aid of construction.

(C) Trust Account: All funds collected by the Company as Off-site Facilities Hook-
up Fees shall be deposited into a separate interest bearing trust account and used
solely for the purpose of paying for the costs of off-site facilities, including
repayment of loans obtained for the installation of off-site facilities.

(D) Disposition of ExcessFunds: After all necessary and desirable of?-site facilities
are constructed utilizing funds collected pursuant at the Off-site Facilities Hook-
up Fee or the Off-site Facilities Hook-up Fee has been terminated by order of
Arizona Corporation Commission, any funds remaining in the trust account shall
be refunded. The manner of the refund shall be determined by the Commission at
the time a refund becomes necessary .
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1 INTRODUCTION

2 Q. Please state your name, occupation and business address for the

3 record.

4 A.

5

My name is Jodi Jericho. I am the Director of the Arizona Residential Utility

Consumer Office (RUCO). My business address is 1110 W. Washington

6 Street, Suite 220, Phoenix, Arizona 85007.

7

8 Q.

9

Please state your educational background and qualifications in the

utility regulation field.

10 A. Governor Brewer appointed me to serve as the Director of RUCO in February

11 2009. The State Senate found my qual i f ications met the statutory

12

13

14

requirements found in Arizona Revised Statutes §40-462 and confirmed my

appointment. As Director, I oversee and approve all testimony and briefs filed

by RUCO. In consultation with my staff, I direct the public policy decisions of

the office.15

16

17

18

19

20

21

From 2003 through 2005, I was employed at the Arizona Corporation

Commission as the Policy Advisor to Corporation Commissioner Mike

Gleason. In that role, I advised the Commissioner on matters coming before

the Commission including water utility rate cases. I was actively involved in

the utility policy-making decisions of that Commissioner's office.

22

23

24

Except for the time I was employed by the Commission, from 1997 through

2008, I was employed at the Arizona House of Representatives. I held several

2
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1

2

3

positions during my tenure, eventually becoming Chief of Staff and Counsel to

the Majority Caucus. Relevant to the question at hand, I advised Legislators

on matters involving water, energy, Commission jurisdiction and util ity

4 security.

5

6

7

8

9

10

In 2006, when Governor Janet Napolitano appointed Barry Wong to fill the

Commission seat vacated by Commissioner Marc Spitzer's appointment to

the Federal Energy Regulatory Commission (FERC), l took a leave of

absence from the Legislature for a short time in order to assist Commissioner

Wong establish his office.

11

to

13

Finally, I am a Phi Beta Kappa graduate of Indiana University. I also have a

juris doctorate degree from indiana University and am a member of the

Arizona and Tennessee bars.14

15

Q. What is the purpose of your testimony?16
17
18 A. The purpose of my testimony is to explain RUCO's posi t ion on rate

consolidation in this docket.19

20

21 RATE CONSOLIDATION

22 Q. What is "rate consolidation"?

23 A. Rate consolidation is also commonly known as "single tariff pricing". In

24 addition, the terms "uniform rates", "standard tariff rates", "unified rates"

3
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1 and "rate equalization" are sometimes used. My testimony will refer to

2 this concept as rate consolidation.

3

4 Rate consolidation is the use of a unified rate structure for multiple water

5

6

utility systems that are owned and operated by a single utility, but that may

physically interconnected. Through rate

7

not be contiguous or

consolidation, all customers of the utility pay the same rate for service,

8

9

even though the individual systems providing service may vary in terms of the

number of customers served, operating characteristics and stand alone

10 costs.

11

12 Q. What is RUCO's position on rate consolidation in this docket?

13 A.

14

15

RUCO supports stand alone rates. As it has in the past, RUCO continues to

contend that separate rates for separate systems respect the principle of

traditional cost of service ratemaking and ensure that those who use the utility

16 services pay for them. However, consistent with RUCO's position in the

17

18

19

pending Arizona Water rate case (Docket No. W-01445A-08-0440), RUCO

will not oppose consolidated rates if the Commission finds that such rate

design is in the public interest.

20

21 Along with this testimony, RUCO is filing revenue requirement testimony, cost

22 of capital testimony and supporting schedules for a consolidated system. On

23 April 23, 2010, RUCO will submit its recommended testimony and stand alone

24 testimony schedules for revenue requirement and cost of capital for each of

4
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1 the three systems. Additionally, RUCO will file rate design testimony for both

2 a consolidated and stand alone basis. At that time, RUCO will also file

3 testimony providing its rationale and analysis of public policy regarding its

4 position on rate consolidation.

5

6 Q. Does this conclude your testimony?

7 A. Yes.

8

g

5
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1 INTRODUCTION

2 Q. Please state your name, occupation and business address for the

3 record.

4 A.

5

My name is Jodi Jericho. I am the Director of the Arizona Residential Utility

Consumer Office ("RUCO"). My business address is 1110 W. Washington

6 Street, Suite 220, Phoenix, Arizona 85007.

7

Q. What is the purpose of your testimony?8
9

10 A.

11

The purpose of my testimony is to explain RUCO's position on rate

consolidation in this docket.

12

13 RATE CONSOLIDATION

14 Q. What is "rate consolidation"?

15 A. Rate consolidation is also commonly known as "single tariff pricing." In

16 addition, the terms "uniform rates," "standard tariff rates," "unified rates"

17 My testimony will refer to

18

and "rate equalization" are sometimes used.

this concept as rate consolidation.

to

20 Rate consolidation is the use of a unified rate structure for multiple water

21

22

utility systems that are owned and operated by a single utility, but that may

not be physically interconnected. Through rate

23

contiguous or

consolidation, all customers of the utility pay the same rate for service,

24 even though the individual systems providing service may vary in terms of the

2
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1 number of customers sewed, operating characteristics and stand-alone

2 costs I

3

4 Q. Have you testified regarding RUCO's position on rate consolidation in

5 other cases?

6 A.

7

Yes. I provided such testimony in the pending Arizona Water rate case

(Docket No. W-014457A-08-0440).

8

9 Q. What is RUCO's position on rate consolidation in this docket?

10 A. RUCO contends that separate rates for separate systems respect the

11

12

13

14

principle of traditional cost of service ratemaking and ensure that those who

use the utility services pay for them. However, if the Commission were to find

that rate consolidation is in the public interest, then RUCO would not object to

rate consolidation for the Bella vista, Northern Sunrise and Southern Sunrise

15 water systems in this particular docket. As discussed later in this

16

17

18

19

20

21

testimony, RUCO believes the Commission could find that the policies in

support of rate consolidation outweigh those policies against rate

consolidation as applied to the facts surrounding this case. With that said,

RUCO would oppose any routine approval of rate consolidation proposals in

the future and would encourage the Commission to review rate consolidation

proposals on a case-by-case basis.

22

23

24

3
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1 Q. Please explain Exhibit C attached to your testimony.

2 A.

3

Exhibit C is a chart that compares the three companies' current rates and

compares them to the stand-alone rates and consolidated rates under

4 Liberty's revenue requirement and under RUCO's revenue requirement. In

5

6

7

8

9

Column "E" I included a modified consolidated rate design proposal that

attempts to mitigate the rate increase for the Bella Vista customers who are

subsidizing the rate decrease for their neighbors in the Northern Sunrise and

Southern Sunrise systems ("Option E"). I will discuss this chart in greater

detail later on in my testimony.

10

11 Q. Why has RUCO opposed consolidation in the past?

12 A. Previously, most rate consolidation proposals have been limited to the

13 consolidation of two systems - typically a large system and a small one. In

14

15

16

2004, both RUCO and Staff opposed Arizona Water's request to consolidate

the commodity rates for the Apache Junction and Superior systems. At that

time, Apache Junction had 16,093 customers and Superior had 1,288

17 customers. RUCO and Staff opposed this consolidation because of the

18

19

traditional ratemaking principle that individual system rates should reflect their

specific system costs (Decision No. 66849 at p. 28).

20

21 Q. Has the Commission rejected rate consolidation proposals in the

22 past?

23 A.

24

Yes. For example, the Commission rejected Arizona Water's proposal to

consolidate the base rate and ACRM for the Sedona and Rim rook systems in

4
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1 its Northern Group (Decision No. 66400). Furthermore, the Commission has

2 rejected other Arizona Water rate consolidation proposals. (See Decision No.

3 58120 at 33-34 and Decision No. 64282 at 20-21.)

4

5 Q. Has the Commission approved rate consolidation proposals in the

6 past?

7 A. Yes. From past history, it appears that the Commission has been most

8 persuaded to approve rate consolidation when two systems are either

9 being physically interconnected or proximally located such that

10 interconnection has been contemplated.

11

12 The Commission has approved Arizona Water Company's proposals for

13 consolidation for ratemaking purposes of the Sedona and Valley Vista

14 systems as well as the consolidation of the Apache Junction and Superior

15 systems.1

16

17 In 1999, the Commission approved the merger and rate consolidation of Bella

18 Vista Water and Nicksville Water (Decision No. 61730). The Commission

19 found, "The merger of Nicksville into Bella Vista will result in cost savings

20 from the elimination of duplicate books, records and reports and simplified

21

"...we believe it is appropriate to allow the first step off consolidation at this time in order to
recognize the interconnection of the systems and to minimize the "rate shock" that may otherwise be
experienced by customers in the Superior system." (Decision No. 66849 at 28)

1
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1 administration and the customers of both systems will benefit from

2 interconnection." RUCO supported rate consolidation in this docket.

3

4 Finally, in 2006, the Commission approved the merger of the seven (7)

5 McLain Water systems into two systems Northern Sunrise Water and

6 Southern Sunrise Water (Decision No. 68826). I will discuss the

7 Commission's decision to consolidate these systems in further detail later on

8 in my testimony.

9

10 Q.

11

Does this history suggest that the Commission will look at rate

consolidation on a case-by-case basis?

12 A. Yes.

13

Every Order of the Commission that has approved any form of

consolidation has been highly fact specific.

14

15 Q. What are the policy arguments in favor of rate consolidation?

16 A.

17

18

In the pending Arizona Water rate case, I discussed the policies favoring rate

consolidation at length. Included with my testimony in that case, I referenced

a copy of a 1999 joint publication by the U.S. Environmental Protection

19 the National Association

20

Agency ("EPA") and of Regulatory Utility

Commissioners ("NARUC"). I attach the same document to my testimony in

21 this docket as Exhibit A.

22

23

24

Mr. Greg Sorenson references this same document in his Direct Testimony in

support of rate consolidation in this docket.

6
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1

2

3

The EPA-NARUC publication offers several arguments in support of rate

consolidation. RUCO lists the arguments it finds most persuasive.

Mitigates rate shock to utility customers.1.

4 2. Lowers administrative costs to the utilities.

5 3.

6 4.

Provides incentives for utility regionalization and consolidation.

Lowers administrative cost to the commission.

7 5. Encourages larger utility companies to acquire small, struggling

8 utilities.

9

10 Q. Does RUCO find any of these arguments persuasive?

11 A. Yes. RUCO finds rate consolidation a worthy public policy consideration in

12

13

this case for all of the above reasons. RUCO is particularly persuaded by the

fact that consolidated rates make it much easier for a large water utility to

14 acquire a small, struggling water company.

15

16

17

18

According to the Commission's website, there are 288 Commission regulated

water companies in Arizona. The majority of them are Class C, D, and E

companies. Many of these companies are located in rural, remote areas.

19

20 "Larger utilities often are reluctant to consider acquiring smaller, nonviable

21 systems unless reliable means of cost recovery can be identified and

22

23

secured. An acquisition candidate often presents substantial infrastructure

needs but its service community lacks the ability to pay for improvements

7
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1

2

3

4

through higher rates."2 A consolidated rate schedule is "an incentive for

larger water util ities to acquire small water systems that lack capacity

because it makes it possible to spread costs over a larger service population

and maintain more stable and affordable rates for customers of some smaller

5 and more expensive systems.113

6

7

8

9

10

11

12

13

For example, in 2006, the Commission approved the sale of seven (7)

small water systems (known collectively as "the McLain systems") to

Liberty Water Resource subsidiaries, Northern Sunrise and Southern

Sunrise Water Companies. (Decision No. 68826). While the Order found the

McLain systems had a combined fair value rate base of $696,752.14, the

Commission recognized the need to make capital improvements totaling

$802,100.00, along with approving an acquisition fee of $300,000.

14

15

16

17

18

In an earlier Order to determine the rate base value of the McLain systems,

the Commission noted that the systems were in "serious disrepair" and posed

a "serious safety hazard". The systems were "plagued by numerous outages

caused by well failures, line breaks, power outages, possible sabotage and

19 demand exceeding supply, None of the McLain Water Systems were

20

21

chlorinated, which was serious because the poor condition of the systems

makes them prone to microbial contamination". (Decision No. 68412 at pp, 4-

22 5). The Commission had already appointed an interim manager (Decision

2 ld. at 28.
3 ld. at vii.

8
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1 No. 66241) and exerted its regulatory authority to find a willing buyer to take

2 over these systems. Liberty was the only bidder for the systems.

3

4

5

The McLain system failure provides an important lesson. Many Arizonans-

particularly those in rural Arizona-receive water utility service from small

6 water companies. Small utilities face greater obstacles in the provision of

7 water delivery service than their larger counterparts. Because they have

8

9

10

11

12

13

14

15

fewer customers to spread costs, smaller systems have unique pressures to

maintain capital and operating costs while providing quality water service.

Smaller water systems are at risk of underperformance primarily because

they simply are not large enough to achieve economies of scale. Additionally,

smaller companies may not be able to attract equity investors or obtain debt

on favorable terms as easily as large utilities. It is difficult for small companies

to take advantage of any economies of scale and pass along the savings to

their customers. Yet, customers of small water companies deserve the same

16 quali ty of service that customers of large, more sophisticated water

17 companies receive.

18

19

20

RUCO believes it is more likely that more companies would be willing to

purchase struggling, non-compliant water utilities if the Commission were

21 on a case-by-case basis rate consolidation as a

22

willing to consider

possible option.

23

9
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1 As I testified in Arizona Water, and as Mr. Sorenson references in his

2

3

testimony, RUCO believes all residential ratepayers throughout Arizona

deserve clean, safe and reliable drinking water. However, the reality is that

4

5

6 For

7

8

9

10

11

12

13

14

several small, rural water utilities are unable to provide it. According to the

Arizona Department of Environmental Quality ("ADEQ"), numerous small

water companies have struggled to meet water quality standards.

example, ADEQ currently has an enforcement case pending against McNeal

Water (25 customers). East Slope (784 customers), Indiana (54 customers)

and Antelope Run (140 customers) currently have outstanding Notices of

Violations ("NOVs"). Furthermore, the following Commission-regulated

utilities have either outstanding NOVs or have recently resolved NOVs:

Winchester Heights (129 customers), Monte Vista (40 customers), Sonoita

Valley (40 customers), and Ashcreek (91 customers and currently operated

by an interim manager).

15

16 Q.

17

Are any of these troubled systems near Bella Vista, Northern Sunrise

and Southern Sunrise?

18 A. Yes. As Mr. Sorenson points out, three of the companies listed above, East

19

20

21

22

23

24

Slope Water, Antelope Run. and Indiana, are all located within five (5) miles

from the Liberty systems. While Bella Vista does not signal any interest in the

purchase of these companies at the present time, the Commission's ruling to

merge Bella Vista, Northern Sunrise and Southern Sunrise and to provide

consolidated rates in this docket may lead to future consideration for the

acquisition of these troubled systems. As Mr. Sorenson testified, "Several of

10
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1

2

3

the surrounding water companies have recently experienced operational and

financial issues. These may present an opportunity in the future for further

consolidation into a consolidated BVWC entity." (Sorensen Direct at p. 5).

4

5 Q. Are there any other reasons RUCO finds consolidation persuasive?

6 A.

7

In the Joint Application, the Companies assert "A regional water provider is

better positioned to provide significant and sometimes rapid capital

8 investment to address emergency situations that might threaten water

9 quality." (Jt. App. at p. 3)

10

11

12

13

14 replacement.

15

Small water companies have small operating incomes. Yet, some of their

expenses cost the same as they do for large companies. For example, if a

well pump breaks, a large utility has a greater cash flow to purchase a

However, a small  water company has to pay the same

purchase price for that same well pump. but may not have the cash flow to

16 pay for it.

17

18

19

Cerbat Water Company appropriately illustrates this point. Cerbat provides

water service to 258 customers in Mohave County. Last October, the well

20

21

pump for its only well broke resulting in a stage 4 curtailment because

repairing the pump was a cost the utility could not absorb.

22

23

24
fs 11
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1 Q. What are the arguments in opposition to rate consolidation?

2 A.

3

4 1.

5 2.

The EPA-NARUC publication also offers several arguments in opposition to

rate consolidation. RUCO lists the arguments it finds most persuasive.

Conflicts with cost of service principles. .

Provides subsidies to some high cost customers at the expense of

6 other customers.

7 3.

8 4.

Distorts price signals.

Discourages water conservation.

9

10 Q. Are these important considerations for RUCO?

11 A.

12

13

Absolutely. All four of these arguments are strong reasons to reject a

proposal to consolidate rates. In most cases, RUCO has taken the position

that "costs should be borne by the cost creator." Rate consolidation deviates

14 from this tried and true maxim. RUCO believes that cost of service

15

16

17

ratemaking should be the presumptive rule for the Commission. Only when

the Commission can specifically identify public policies in support of rate

consolidation should it approve a rate design the deviates from a cost of

18 service.

19

20 In addition to cost of service concerns, rate consolidation can have the

21 unfortunate, negative consequence of contradicting the Commission's

22 important goal of water conservation. Rate consolidation is arguably "at odds

12
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1 with water conservation."4 Water is not the same everywhere in the state.

2 Different systems have different challenges with water quality or water

3 quantity issues. Full rate consolidation ignores the harsh reality of the

4 difficulty of delivery of adequate and safe water in certain areas in Arizona.

5 By consolidating rates and allowing a district with high costs to enjoy

6 subsidized rates, the Commission distorts the true price of water delivery

7 service for those customers. By distorting the price signals, customers no

8 longer have the incentive to use their water wisely. I will address this policy

9 concern as it applies to this docket in greater detai l  further on in my

10 testimony.

11

12 Another concern RUCO has with rate consolidation is that it eliminates the

13 need to maintain books for individual systems. This could lead to the

14 Company over-building a system or not maintaining prudent cost controls

15 since the widespread sharing of these costs minimizes the rate increase.

16 This may incept a Company to unnecessarily inflate its rate base.

17
18
19
20
2t
22
23
24
25

"If rates were to be consolidated, there would be no reason
to maintain separate books and records for each of the
[systems]...However, this loss of operation and financial
data would destroy the ability to evaluate the effectiveness
and efficiency of the Company's operation of the [systems].
As a result, the [public utility commission] would lose its
ability to exercise regulatory oversight and control as it
pertains to these systems."5

4 ld. at 5.
5 Id. at 8 citing Ernest Harwig, Direct Testimony before the New Hampshire Public Utilities
Commission in DR 97-058, Pennichuck Water Works, Inc. (1997).

13
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1

2

While RUCO finds significant concerns exist whenever a utility asks the

Commission to consider a consolidated rate design, based on the unique set

3 of facts before the Commission in this docket, RUCO finds the Commission

4

5

could find that the policies in support of consolidation outweigh the policy

considerations in opposition to consolidation.

6

7 Q. Did RUCO support rate consolidation in the pending Arizona Water rate

8 case (Docket No. W-014457A-08-0440)?

9 A. RUCO testified in Arizona Water that it supports stand-alone rates. RUCO

10 further testified that if the Commission finds that rate consolidation iS in the

11

12

public interest, then RUCO would not object to a consolidated rate design as

illustrated by RUCO rate design "Option F."

13

14

15

In the Arizona Water case, "Option F" was a modified rate consolidation rate

design. It provided a consolidated monthly minimum rate for all 17 districts.

16

17

18

19

20

However, each district retained its own commodity rate based on that district's

cost of service. Finally, "Option F" limited any rate increase for any district to

no more than $5.00 for the average residential ratepayer. This served to

mitigate the rate impact for those districts that would subsidize the high cost

districts as well as to narrow the rate impact difference between the systems

21 with a rate decrease and systems with a rate increase.

22

23 In that docket, RUCO believed its modified rate consolidation proposal was in

24 the best interest of the ratepayers of Arizona Water if the Commission

14
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decided to deviate from stand-alone rates. First, RUCO testified that "Option

F" avoided rate shock better than any of the other proposals. Second,

3

4

5

6

7

8

9

10

11

"Option F" appealed to RUCO because i t  was a smal l  step toward

consolidation for such a large water company. Those, like RUCO, who are

uncomfortable with completely leaving traditional cost of service principles

could take some comfort that these principles would be preserved through the

commodity rates. Third, separate commodity rates for the 17 widely diverse

districts also send the proper price signals for water conservation. Fourth,

"Option F" would require the Company to maintain separate books for each

system to ensure that Staff, RUCO and others can review whether the

Company is prudently incurring costs.

12

13 Q.

14

Didn't Arizona Water object to RUCO's characterization of their rate

design as "full" or "complete" rate consolidation?

15 A.

16

Yes. Arizona Water opposed RUCO's modified rate consolidation proposal.

Most notably, it objected to the retention of district-specific commodity rates.

17

18 Q.

19

20

Does RUCO object to a fully consolidated rate design comprising a

single monthly minimum rate as well as a consolidated commodity rate

for all three districts in this case?

21 A. No. Not in this case.

22

23

15
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1 Q. Well then, isn't RUCO's rationale in this case a departure from its

2 reasoning in Arizona Water?

3 A.

4

5

6

No, it isn't. Just as the Commission must evaluate consolidation proposals on

a case-by-case basis, so must RUCO. In the case at hand, RUCO finds that

the publ ic pol icy concerns that compel led RUCO to object to a ful ly

consolidated rate structure in Arizona Water are either not present in this

7 matter or are substantially blunted. RUCO stands by its testimony in Arizona

8 Water. However, I believe this docket is distinguishable.

9

10 Q. Please explain.

11 A. In Arizona Water, RUCO's first concern was that rate consolidation distorted

12

13

price signals and conflicted with the Commission's established and wise goal

of water conservation. in this instant case, this concern is virtually eliminated.

14

15

16

17

18

19

20

21

22

23

First, unlike Arizona Water's 17 districts which are located throughout the

state, all three systems in this matter are located close to each other and

share similar water delivery systems. As Mr. Sorensen notes, Bella Vista and

Southern Sunrise are physically interconnected in at least one area. Northern

Sunrise is only six miles away from Bella Vista. (Sorensen p, 5). Any

challenges that Liberty has to deliver safe and reliable drinking water in these

service areas apply equally to all three districts. in a sense, the "value" of the

water is essentially the same for a customer in Bella Vista as it is for a

customer in the Sunrise systems. This is different from the situation for

16
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1 Arizona Water where RUCO argued that the "value" of the water delivered to

2

3

the curtailment weary customers of Pinewood is different than that of the

water delivered to other districts - such as Casa Grande.

4

5

6

7

Second, all three systems have nearly the same water consumption patterns

for residential users. The average monthly consumption rates are:

6,612 gallonsBella Vista

8 Northern Sunrise 5,755 gallons

9 Southern Sunrise 5,581 gallons

10

11

12

13

14

15

This consistent pattern of water consumption is vastly different from the

consumption patterns of Arizona Water customers where Pinewood (Northern

Group) had an average monthly usage of 2,407 compared to Bisbee (Eastern

Group) that had an average monthly usage of 5,215, compared to White Tank

(Western Group) that had an average monthly usage of 15,648.

16

17

18

19

Third, all three Liberty systems draw water from the same water source.

Arizona Water, on the other hand, has systems spread throughout the state.

Arizona Water provides water to its customers from different sources and had

20 different challenges to its delivery of water for its customers.

21

22 Therefore, for the reasons detailed above, the concern RUCO had in Arizona

23 Water that consolidation would distort price signals does not exist in this

24 matter.

17
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1 Q. Was that the only concern RUCO had in Arizona Water?

No. RUCO also spent its energy objecting to fully consolidated rates in

5

6

7

8

9

Arizona Water because of RUCO's concern that under such a rate design

Arizona Water would not have to maintain separate books for each of its

systems. This would restrict Staff and RUCO from sufficiently investigating

the Company's operating expenses and determining whether the Company

was prudently maintaining its assets. Separate books, RUCO argued,

prevented the Company from over building and unnecessarily inflating its rate

base. RUCO relied on a New Hampshire Public Utilities Decision that

10 addressed this concern. I attach this PUC Decision to my testimony as

11 Exhibit B.

12

13 Q. Does RUCO have the same concern in this matter?

14 A.

15

16

Not to the same degree as it has with Arizona Water. RUCO is able to more

comfortably set aside this concern for three reasons:

1. The Bella Vista consolidation proposal is a much, much

17

18

19

20

21

smaller undertaking than that proposed by Arizona Water.

If granted, the Bella Vista merger would consolidate a

Class B Utility with two Class C Utilities. Record keeping

consolidation for the 17 systems in Arizona Water is vastly

different than consolidation of record keeping for Liberty's

22 8,511 residential customers.

23 2. Bella Vista is a "regional" water provider with all of its

24 customers located relatively near each other.

18
Arizona
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1 Water has systems located throughout the state. This

2

3

4

5 3.

regionalization helps RUCO believe that it would be very

difficult for Liberty to over inflate its rate base with

imprudent overbuilding.

Bella Vista has a progressive history of rate consolidation.

6 Arizona Water has a limited consolidation history. This

7

8

9

history of consolidation for Bella Vista (with Nicksville) and

Northern and Southern Sunrise (the McLain systems) is

more extensive and has not resulted in any known over-

10 inflation of rate base. Prior consolidation of the Liberty

11 systems has shown measurable benefits to the customers.

12

13 Q. If the Commission decides in favor of rate consolidation, should that be

14 the end of the discussion relating to rate design?

15 A.

16

17

18

19

No. In RUCO's opinion, a favorable rate consolidation proposal is one that

has the least detrimental effect to the systems that are picking up costs for

other systems at the initial stage of consolidation. Over time, rates will be

stabilized and increases will be minimized by spreading the costs of all

systems. However, the most obvious cost shift happens in the initial rate

20

21

case when rate design shifts from cost of service to consolidated rates. Any

effort to mitigate the impact of that shift is in the public interest.

22

23 In this case, if the Commission approves a consolidated rate design, Bella

24 Vista ratepayers will pay a higher rate than they would if the Commission

19
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1 Furthermore, the

2

3

approves stand-alone rates for the three systems.

customers of Northern Sunrise and Southern Sunrise will go from a sizeable

rate increase on a stand-alone basis to an appreciable rate decrease under

4 the Company's consolidation proposaI.6 As RUCO expressed in Arizona

5

6

7

Water, it is one thing for a system to endure a slightly larger rate increase in

order to protect other ratepayers from the shock for an exorbitant rate

increase. But it is another matter entirely if that increase is borne in order to

8 reward the other system's ratepayers with an unearned decrease in rates! A

9

10

primary goal of rate consolidation is to mitigate rate shock -- not to eliminate

any responsibility for that system to cover its own costs.

11

12

13

14

15

Under consolidated rates, using RUCO's revenue requirement, and the

Company's consolidation model, the average Bella Vista customer would pay

an extra $2.50 so that the average Northern Sunrise customer would be

rescued from a $41.06 increase. However, that extra cost to Bella Vista

16

17

18

19

20

customers not only shields their neighbors from a rate increase but it provides

the average Northern and Southern Sunrise ratepayers with an unearned

benefit of monthly savings of over $16.00. In "Option E", RUCO proposes to

take away the unearned savings in order to reduce the financial burden

placed on Bella Vista customers.

21

es Under RUCO's revenue requirement, the average Southern Sunrise ratepayer would see a rate
decrease under stand-alone rates as well as under consolidated rates.

20
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1

2

3

4

5

6

RUCO understands that the Commission may not adopt the exact revenue

requirement figure proposed by RUCO. "Option E" illustrates the idea that the

average ratepayer in systems that initially benefit from the consolidation

would either pay (1) the same amount as he pays under the current rates or

(2) the amount he would pay under new stand-alone rates if those rates

would result in a reduction in rates. In "Option E", RUCO takes i ts

7 consolidated rates and modifies their effect in order to shield Bella Vista

8

9

10

11

12

13

ratepayers from picking up too much of the costs for the Northern and

Southern Sunrise systems. Using RUCO's revenue requirement, "Option E"

reduces the rate increase to Bella Vista ratepayers without having the

Northern or Southern Sunrise ratepayers experience an increase in their bill.

Under "Option E," Northern and Southern Sunrise ratepayers do not receive

the benefit of a rate decrease at the expense of the Bella Vista customers.

14

15 Q. How can you implement Option E while maintaining a consolidated

16 rate?

17 A.

18

19

20

21

22

23

You can apply a credit on Bella Vista customer bills and a surcharge on the

Northern Sunrise customer bills. RUCO realizes that a separate line item

indicating a "surcharge" could cause some confusion and make a customer

believe their bill went up when, in actuality, the surcharge simply restores the

bill to its current level and eliminates the unearned savings. However, RUCO

maintains that mitigating rate shock should not result in an unfair and

unearned savings at the expense of other ratepayers.

24

21
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1 Q. Does your failure to discuss an issue raised by the parties constitute

2 agreement therewith?

3 A. No.

4

5 Q. Does this conclude your testimony?

6 A. Yes.

7

22
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Consolidated Water Rates: Summary

Purpose

Consolidated rates or single-tariffpricing is the use of a unified rate structure for multiple
water (or other) utility systems that are owned and operated by a single utility, but that
may or may not be contiguous or physically interconnected. The purpose of this report is
to provide policymakers and other stakeholders with an overview of consolidated
ratemaldng and an appreciation of the complex trade-offs involve in its implementation.

The report provides a review of historicad, theoretical, and practical issues related to
consolidated ratemaldng, implementation data, and key decisions by the state public utility
commissions. A detailed survey of state public utility commission staifregarding single-
tariff pricing is presented. General commission policies are summarized along'with
citations of specific regulatory decisions concerning s`mgle-tarilff pricing.

How Consolidated Pricing Works

Under consolidated pricing, all customers of the corporate utility pay die same rate for the
same service, even though the individual systems providing service may vary in terms of
operating characteristics and stand-alone costs. In many respects, consolidated rates are
the conceptual opposite of "zonal" or spatially differentiated rates.

I
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Single-tariff pricing is used by many investor-owned water utilities, with the approval of
state regulators, but it also can be implemented by publicly owned utilities. Single-tariff
pricing can be an incentive for larger water utilities to acquire small water systems that
lack capacity because it makes it possible to spread costs over a larger service population
and maintain more stable and affordable rates for customers of some smaller and more
expensive systems. Single-tanlff pricing can be used by publicly owned or nonprofit water
utilities that operate satellite systems, but few examples are readily available.
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Unfortunately, the literature on utility ratemaking, which leans heavily toward the .
conditions and experiences of the energy and telecommunications industries, yields little
theoretical insight or empirical evidence on the implications of single-tariff pricing. Much
of the understanding of this issue is derived from case-specific regulatory proceedings.
However, an analysis of historical and theoretical perspectives suggests that single-tariff
pricing is not necessarily inconsistent with the prevailing principles of ratemaking.

E
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The Tradeoffs

Single-tariff pricing is a provocative issue precisely because Of the tradeoffs involved in
its application, including possible tradeoffs among different types of efficiency. Single~
tariff pricing might lessen some lands of efficiency (such as those related to spatial
allocation of costs and price signals to customers), while improving other lands of
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e ciency (such as those related to management and innovation). Of paxticular
importance, but hardest to gauge, is whether single-tariff pricing and related restructuring
can lead to long-run efficiency improvements in the water industry. Water utilities and
policymakers must consider and weigh the evidence and trade-offs prior to implementing
or approving single-tariff pricing.

i
i A variety of dieoretical and practical arguments in favor and against the use of single-

tariff pricing can be made. Single-tariff pricing tends to stabilize rates and revenues,
mitigate rate shock, and make rates more affordable for the customers of the smallest and
more expensive systems. While achieving certain capacity-development, affordability,
and operation efficiency goals, however, single-tariff pricing also might trade a degree of
economic efficiency by ignoring spatial differences in costs and diluting price signals. A
1996 survey of commission staff members identified several arguments in favor of and
against single-tariff pricing were identified.

Summary of Select Arguments in Favor and Against
Single-Tariff Pricing

i

D

D

1
I

Select Arguments Against
Single-Tariff Pricing
D Conflicts with cost-of-service principles (14)
D Provides subsidies to high-cost customers (l2)
U Not acceptable to all affected customers (10)
D Considered inappropriate without physical

interconnection (8)
D Distorts price signals to customers (7)
D Fails to account for variations in customer

contributions (6)
D Justification has not been adequate in a

specific case (or cases) (6)
D Discourages efficient water use and

conservation (4)
CI Encourages growthand development in high#

cost areas (4)
D Undermines economic efficiency (3)
D Provides unnecessary incentives to utilities (2)
D Not acceptable to other agencies or

governments (2)
D Insufficient statutory or regulatory basis or

precedents (2)
D Overall costs outweigh overall benefits (2)
D Encourages overinvestment in infrastructure

(1)|
I

Select Arguments in Favor of
Single-Tariff Pricing
D Mitigates rate shock to utility customers (17)
D Lowers administrative costs to the utilities (15)

Provides incentives for utility regionalization and
consolidation (15)

D Physical interconnection is not considered a
prerequisite (13)

U Addresses small-system viability issues (13)
D Improves service affordability for customers (12)

Provides ratemaldng treatment similar to that for
other utilities (10)

D Facilitates compliance with chrinldng water
standards (9)

D Overall benefits outweigh overall costs (9)
D Promotes universal service for utility customers (8)
o Lowers administrative cost to the commission (8)
D Promotes ratepayer equity on a regional basis (6)
D Encourages investment in the water supply

infrastructure (5)
D Promotes regional economic development (3)
EI Encourages further private involvement in the water

sector (2)
D Other: Can be consistent with cost-of-service

principles (1) and found to be in the public interest

(1)
Source: Author's construct. See Tables ET and E4.
(out of 21 applicable survey responses).

Numbers in parentheses represent number of mentions
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efficiency (such as those related to management and innovation). Of particular
importance, but hardest to gauge, is whether single-tariff pricing and related restructuring
can leadto long-run efficiency improvements in the water industry. Water utilities and
policymakers must consider and weigh the evidence and trade-offs prior to implementing
or approving single-tariff pricing.
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A variety of theoretical and practical arguments in favor and against the use of single-
tariffpricing can be made. Single-tariff pricing tends to stabilize rates and revenues,
mitigate rate shock, and make rates more affordable for the customers of the smallest and
more expensive systems. While achieving certain capacity-development, affordability,
and operation efficiency goals, however, single-tariffpricing also might trade a degree Of
economic efficiency by ignoring spatial differences in costs and diluting price signals. A
1996 survey of commission staff members identified several arguments in favor of and
against single-tariff pricing were identified.

Summary of Select Arguments in Favor and Against
Single-Tariff Pricing
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Select Arguments in Favor of
SinglTariff Pricing
D Mitigates rate shock to utility customers (17)
cm Lowers administrative costs to the utilities (16)
U Provides incentives for utility regionalization and

consolidation (15)
D Physical interconnection is not considered a

prerequisite (13)
D Addresses small-system viability issues (13)
D Improves service affordability for customers (12)
U Prowldes ratenialdng treatment similar to that for

other utilities (10)
B Facilitates compliance with drinldng water

standards (9)
D Overall benefits outweigh overall costs (9)
D Promotes universal service for utility customers (8)
U Lowers administrative cost to the commission (8)
D Promotes ratepayer equity on a regional basis (6)
D EncOurages investment in the water supply

infrastructure (5)
D Promotes regional economic development (3)
D Encourages further private involvement in the water

sector (2)
D Odiert Can be consistent with cost-of~service

principles (1) and found to be in the public interest

(1)
Source: Author's construct. See Tables E3 and E4. Numbers in parentheses represent number of mentions
(out of 21 applicable survey responses).

Select Arguments Against
Single-Tariff Pricing
U Conflicts with cost-of-service principles (14)
U Provides subsidies to high-cost customers (12)
o Not acceptable to all affected customers (10)
D Considered inappropriate without physical

interconnection (8)
D Distorts price signals to customers (7)
D Fails to account for variations in customer

contributions (6)
D Justification has not been adequate in a

specific case (or cases) (5)
U Discourages efficient water use and

conservation (4)
U Encourages growth and development in high-

cost areas (4)
U Undermines economic efficiency (3)
D Provides unnecessary incentives to utilities (2)
D Not acceptable to other agencies or

governments (2)
U Insufficient statutory or regulatory basis or

precedents (2)
D Overall costs outweigh overall benefits (2)
U Encourages overinvestment in infrastructure
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State Commission Po1icies

The public utility commissions have provide the central forum in which single-tariff
pricing has been evaluated. Single-tariff pricing is a relevant regulatory policy issue only
for the thirty (30) state public utility commissions with jurisdiction for multi-system
utilities. Given this context, a clear majority of affected state commissions have allowed
regulated water utilities to implement single-tariffpricing (22 state commissions).

I

I
.

Based on the commission survey and subsequent updates, single-tariffpricing is generally
accepted in eight (8) states. A few states (such as Connecticut, Pennsylvania, and Texas)
have recognized single-tariff pricing as a policy tool. Staff members at seventeen (17)
commissions characterized the policies of their commissions as "case-by-case," indicating
that the single-tariff pricing must be justified for every specific application (even when the
policy is "generally accepted"). Numerous exemplary decisions can be cited.

Summary of State Public Utility Commission Policies on

Case-By-Case (17)

Never Considered (5) Maine
Wisconsin

Not Applicable - No Multi-
System Water Utilities (15)

I

:
:
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Nevada
New Mexico
Oklahoma
Rhode Island
Tennessee
Utah
W yoming|
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S i n g l e - T a r i f f  P r i c i n g  f o r  W a t e r  U t i l i t i e s

Commission Policy State Commissions
Generally Accepted (8) Connecticut Pennsylvania

Missouri South Carolina
North Carolina Texas

.. Oregon Washington
Single-Tariff Pricing Has Been Approved (14)
Arizona New Hampshire (d) (1)
Delaware (a) New York
Florida New Jersey (e) (f)
Idaho (not an issue) Ohio
Illinois Vennont
Indiana (b) (1) Virginia
Massachusetts (c) (f) W est Virginia
Single-Tariff Pricing Has Not Been Approved (3)
California (g)
Maryland (not ah issue)
Mississippi (not an issue)
lOwa
Kentucky
Louisiana
Alabama
Alaska
Arkansas
Colorado
Hawaii
Kansas
Montana
Nebraska

No Jurisdiction for Water Georgia
Utilities (6) Michigan

Minnesota
Source: Author's construct. See Table 12 for notes.

North Dakota
South D&kota
Washington, D.C.
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Guide for Readers

1. Introduction. The introductory section defines consolidated ratemaldng, discusses
general advantages and disadvantages of this approach, and provides the policy and
regulatory context in which rate consolidation is considered.

2. Background. This section contemplates single-tariffpricing in light of an historical
perspective and the prevailing economic regulatory literature. The concept of spatially
differentiated pricing (or "zonal rates") also is considered.

3. Spatial Pricing and Ratemaldng Theory. Principles of ratemaking and tradeoffs
among efficiency, equity, and other policy goals, are considered. Goals unique to the
water industry are identified. The section also contrasts pricing 'm theory with pricing in
practice.

4. Structural Issues in the Water Industry. This Section identifies ways in which
pricing policies will shape the structural character of the water industry and the future of
small water systems.

5 . Cost Profile of the Water Industry. This section considers the cost profile of the
water industry, including the relevance of economies of scale, the challenge of
maintaining affordable water service for consumers, and the means to enhancing water
system capacity.

8

6. Examples of Single Tariff Pricing. Numerical illustrations of rate consolidation are
provided here, including examples firm two recent cases in Indiana and New Hampshire.

7. Public Utility Commission Role. The role of the state public utility commissions is
reviewed in this section, with an emphasis on how commission policies will affect the
structure of the industry through consolidation. '

1
|

8. Commission Survey. Results of a 1996 survey of commission staff members are
presented. Based on a database derived firoMthe survey, this section also identifies the
characteristics of utilities that have implemented consolidated rates.

i
|
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9. Arguments in Favor and Against Rate Consolidation. Commission staff views
about the advantages and disadvantages of single-tariffpricing are presented.

E
|

I 10. Commission Policies on Rate Consolidation. This Final section summarizes
commission policies on rate consolidation and provides an overview of several key cases,
including regulatory decisions from West Virginia, Pennsylvania, Massachusetts, Florida,
Illinois, New Jersey, Missouri, Indiana, New York, and Connecticut. This section also
considers legal challenges to the authority of regulators to approve consolidated rates.

x
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1. Introduction

Definition

Consolidated rates or single-tariff pricing is the use of a unified rate structure for multiple
water (or other) utility systems that are owned and operated by a single utility, but that
may or may not be contiguous systems or physically interconnected. Under a system of
single-tariff pricing, all customers of the utility pay the same rate for service, even though
the individual systems providing service may vary in terms of the number of customers
served, operating characteristics, and stand-alone costs. Single-tariff pricing essentially
allows for allocating the average costs of combined systems in the course of raternaking.
In  addi t ion to the term "consol idated rates , "  the terms  "s ingle- rate s t ruc ture, "  "uni f orm

rates," "standard-tarilffrates," "unified rates," and "rate equalization" sometimes are used
in connection with the concept of single-taNff pricing For die purposes of this report, the
terms consolidated rates and single-tariH  ̀pricing are used interchangeably.

Single-tariff pricing De-emphasizes spatial distinctions in costs. One of the best examples
of a single tariff across an expansive and multicentre "service territory" is the single rate
used in die Um'ted States for first-class postage. Indeed, consolidated rates sometimes are
called "postage-stamp" rates. Conventional wisdom holds that uniform postal rates
historically facilitated the extension of service to rural areas and that they continue to serve
the national interest, provide equity and accessibility, and lower transaction costs.2

Examples of uniform pricing also .can be found 'm the other public utility sectors. Long-
distance, cellular-phone, and cable television services typically are priced according to the
single-tariff concept (although the same terminology might not be used). Historically, at
least, energy prices were established for a regional enfranchised service territory, regardless
of  the phys ical  proximi ty of  cus tomers  to spec ie u t i l i t y f ac i l ides .3  T he other  publ ic  u t i l i t y

sectors generally price across larger regional territories than water utilities, although
facilities in the other sectors tend to be physically interconnected through transmission and
distribution networks.

I
i

Use of single-tariff pricing by U.S. water utilities continues to be debated 'm regulatory
policy circles, although many states have approved consolidated rates for one or more
jurisdictional utilities and a few states have actively promoted the use of single-tariff
pricing. A very prominent example of single-tariff pricing in the water sector comes from
"across the pond." All of Great Bn'tain's priva1:ized regional water and wastewater utilities,

I
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1 The concept of uniformity is useful, but the term "uniform rates" probably should be reserved for rate
structures that do not vary usage (or volumetric) charges by quantities (or blocks) of water usage.
2 For a provocative discussion of both sides of the issue, see Ronald H. Coast, "The Economics of Uniform
Pricing Systems,"Manchester School ofEeonomics and Social Studies Vol. 15 (May 1947): 139-56.
2 In the context of restructuring and partial deregulation, methods for aggregating customers, allocating
costs, and setting prices are changing dramatically. Spatial considerations might become less important in
some instances, as in the purchase of electricity &om a far-away generating facility. But market forces
might also tend to group customers with similar cost profiles and undermine the goals of cost averaging.
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and most of the smaller water companies, impose uniform rates for measured (metered)
service, for both household and nonhousehold customers. A summary ofrecent British
water tariffs is provided later in this report.

Single-tariffpricing can be absolute, applicable to all of the systems comprising the water
utility. However, utilities also sometimes establish rates for regional zones consisting of
subsets of water systems within the larger service territory. Rate consolidation sometimes
is used for water systems that are contiguous but not interconnected, as well as
noncontiguous no interconnected systems, based on various criteria. Partial rate
consolidation can be a compromise between individualized tariffs and complete single-tariff
pricing, or part of a phase-in plan leading Ultimately to a single tariff for the entire utility
and all of its service territories. Figures 1 through 4 provide simple illustrations of the
basic issues involved in rate consolidation for water utilities. A glossary of terms appears
in Appendix A of this report.
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Figure 1. Water Systems without Physical Interconnection
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Key Advantages and Disadvantages

The primary advantages of single-tariff pricing are that it can lower administrative and
regulatory Costs, enhance financial capacity and capital deployment, achieve rate and
revenue stability, and improve service affordability for customers of very small (or
extremely small) water systems. The water industry's rising investment needs correlate
with the interest in rate consolidation. A leading argument for single-tariff pricing made by
multi-system water utilities is that each individual system eventually will require an infusion
of capital for renovations and improvements, only the timing varies. Equalizing rates
goodies the effect of discrete cost spikes across systems and over time, much like
insurance pooling. Single-tariff pricing also achieves equity to the extent that all customers
of a given utility company pay the same price for comparable service.

Importantly, single-tariff pricing is a pricing strategy, not a costing strategy. Single-tariff
pricing can appear to lower costs when in reality it simplyallocates costs differently. In
fact, one of the chief beneiits of single-tanlffpricing is that it greatly simplifies the
allocation of common costs across separate facilities. Many water utilities believe that
single-tariff pricing is more reflective of the consolidated cost of service. By itself; single-
tariff pricing may not provide significant economies of scale because only the costs
associated with the pricing process itself (including analytical, administrative, and
regulatory costs) can be considered. Economies of scale in water production and
management are achievable, irrespective of the rate structure implemented by the utility.
Separating the cost side from the price side is crucial to understanding the true nature of
the single-tariH` pricing issue.

However, single-tariH` pricing can lead to economies of scale 'm the water industry through
secondary benefits. The secondary advantages are that single-tariff pnlcing can encourage
industry consolidation, common management of smaller systems, and overall technical,
financial, and managerial capacity. If regionalizationeventually includes physical
interconnection among some or all systems managed by a utility, more significant
economies of scale can be realized. Larger utilities view consolidated rates as an incentive
to engage in acquisitions because it can expedite the process and simplify ratemaking. The
single-tariff price also can provide a powerful incentive for small communities as they
contemplate selling their systems to larger utilities.

I
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i
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Other secondary advantages of consolidated rates include improved regulatory compliance
by water utilities, the provision of universal service to customers who desire and need
water service, and coordinated water resource protection, management, and planning.
Even without physical interconnection, regional utilities can play a role in defining regional
communities within which environmental services are provided. A consolidated rate for a
larger community of customers will be more sustainable over time than stand-alone rates
for smaller communities.
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Consolidated rates also can improve the overall operational efficiency of a utility. Absent
s`mg1e-tariffpricing, the utility might be induced to invest in the system facing the highest
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rates, even if this is a suboptimal choice from the standpoint of total system operatioNs and
economic value to the customer base as a whole. In other words, the utility might feel
pressure to lowerpriees instead of lowering total system costs. With single-tariff pricing,
utilities are induced to invest their available resources in the functional areas where the
greatest improvement can be achieved at the lowest cost, to the benefit of all customers.

The primary disadvantages of single-tariffpricing are that it appears to undermine
economic efficiency, distort price signals to customers, and manifest an inconsistency with
traditional cost-of-service principles.' Aldiough subsidies through some societal policy
instruments (namely, taxes) are widely accepted, subsidies through utility rates generally
are not.' Another potentially important equity concern is whether consolidated rates result
in subsidies from the low-income customers in the low-cost area to higher-income
Customers in a high-cost area. This effect is mitigated to the extent that water use by Iow-
income customers tends to be relatively low. Various aspects of the rate design also can
lessen this type of subsidy.

Some communities and large-volume water users have opposed single-tariff pricing
because they believe it is merely a means of subsidizing high-cost users at the expense of
low-cost users. For this reason, single-tariff pricing also seems to beat odds with water
conservation, in that it appears to weaken price signals and thus undermine efficient
production and consumption. If rate consolidation involves a price decrease for some
customers, one concern is that water consurnpdon could increase.'

IE
!

Secondary disadvantages are that--absent other incentives or safeguards-single-tariff
pricing can provide some water utilities with incentives to overinvest in individual systems,
disincentives for cost control, and a competitive advantage in the course of acquisitions
The latter concern applies only if one potential acquirer can offer consolidated rates and
another C3I]I1Ot.7

i
a
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These concerns are fundamental to utility economics, pricing, and regulation. However,
any differences between single-tariff Pricing and spatial pricing in terms of etiiciency and
other effects have not been well established from either a theoretical or empirical
standpoint. Evaluating die net efficiency effects is especially .difficult Single-tarif3lpricing
might lessen some kinds of efficiency (such as those related to spatial allocation of costs
and price signals to customers), while improving other lands of efficiency (such as those
related to management and innovation). Of particular importance, but hardest to gauge, is
whether single-tariff pricing and related restructuring can lead to long-run efficiency

I
4 Steve H. Hanke, "On Water TaN ff Equalization Policies," WaterEngineenlng and Management 128
(August 1981): 33-34.
s The appropriateness of rate differentiation continues to be debated today in the Context of both regulation
and deregulation of public utility industries. The potential movement away firm cost averaging for some
services will affect customers, as well as the utilities that serve them.
6 The price elasticity literature, however, is clearer about the usage effects of price increases than the usage
effects of price decreases.
7 In realty, competition for acquisitions is less a problem in theater industry than finding a single capable
and willing buyer.
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improvements in the water industry. Single-tariff pricing also has been underevaluated in
terms of ratemaking criteria other than economic efficiency.

Single-Tariff Pricing as a Policy Issue

Single-tariff pricing is a public policy issue because it involves tradeoffs among competing
policy objectives. Traditional cost-of-service principles and economic efficiency
arguments, adhered to in the U.S. model of economic regulation as applied by the states to
public utility monopolies, can lead to the conclusion that spatially-differentiated (or
allocated) costs should be used as the basis for pricing utility services. Single-tariff pricing
as a matter of public policy in this context requires an explicit recognition of the tradeoffs
involved.

Specifically, single-tariff pricing involves a tradeoff between conventional ideas about cost-
based laths, economic efficiency, and other legitimate ratemaldng goals. These other goals
include, for example, small-system capacity, rate and revenue stability, universal service,
and compliance with environmental standards. A Ere-tuned price signal that appears to be
economically efficient, for example, can result iii considerably less rate and revenue
stability. Likewise, a conservation-oriented rate may not be affordable to customers.
Evaluating raternaldng trade-offs can be complex. The decisionmaldng process can be
greatly enhanced by information and analysis, and decisions can be made more rational, but
a certain degree ofjudgment ultimately is required in determining whether a particular
option is in the public interest.
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The short-tenn goals of single-tarift` pricing tend to focus on enhancing the financial
capacity of water systems and malting rates more affordable for water customers. The
long-term goals, however, are related to structural change in the water industry.
Specifically, single-taritf pricing is regarded as a means to consolidating the management
and operation of water systems, or "regionalization," to achieve multiple policy goals.

The Regulatory Context

iI

Single-tariffpricing has received more attention in the context of economic regulation by
the state public utility commissions than in context of public ownership (where regulation is
limited or nonexistent). A compilation of citations to selected commission orders on the
issue can be found in Appendix B of this report. As discussed later in this report, the issue
is not equally relevant in every jurisdiction. Not all states regulate water utilities, and for
those that have jurisdiction, mild-system water utilities may not be present. Single-tariff
pricing also has not been raised as an issue for every multi-system water utility

Single-tariff pricing was placed on the regulatory policy agenda by the investor-owned
water industry. Some water industry officials have made a strong case for single-tariff
pricing before regulators. Several of the regional affiliates of the American Water Works

i
I
I

I
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Company have taken the lead in advocating this method of pricing before the state public
utility commissions, including the commissions in Illinois, Indiana, New Jersey, and
Pennsylvania. However, other multi-system utilities (not affiliated with American Water
Works), commission staff members, and other stakeholders also have raised the potential
use of single-tariff pricing.I

i

a

The many proceedings (and sequences of proceedings widiin certain jurisdictions) in which
die issue of single-tariff pricing has been raised is suggestive of the ease-by-casemanner by
which single-tariff pricing policy has largely developed. This is due in part to the nature of
commissiondecisionmaldng: regulators must rule on the record of evidence put before
them in a given proceeding and each individual utility generally must make its own case for
implementation. However, some commissions have explicitly encouraged the movement
toward single-tariffpricing and a few have incorporated this approach into general policies
and specific policies dealing with acquisitions of smaller systems.

Opponents have argued forceiixlly before the commissions that single-tariff pricing
contradicts fundamental regulatory principles and conventions, as well as undermines the
commission oversight responsibility:

TaN ff consolidation, sometimes called Single Tariff Pricing (STP), breaks the
connection between costs and rates. It is a fundamental tenet of utility ratemaldng
policy that the cost causer should also be the cost payer. STP runs counter to this
principle. Under and STP scheme, customers who receive no service from the core
system would receive a considerable subsidy. Likewise, customers who do not
impose a load on the [encore systems] would be forced to pay a portion of the
cost of providing that service indefinitely. A customer located in the core system
would be encouraged to conserve water to an excessive degree. Conversely, a
[encore customer] would bear a smaller economic penalty for using more water
than necessary.

1

i
i
I

I

i

It is also important to note that once a regime of subsidies has been initiated, it is
very difficult to discontinue this practice due to customer impact considerations,
even if it has been found to create undesirable consequences. Subsidies are
understandably popular among those who receive them, and it is equally
understandable that they will resist their being terminated. Conversely, subsidies
are understandably unpopular among those who pay them....

If rates were to be consolidated, there would be no reason to maintain separate
books and records for each of the [systems].. _s However, this loss of operating and
financial data would destroy the ability to evaluate the effectiveness and efficiency

. of the Company's operation of the [systems]. As a result, the [public utility

s This point seems somewhat overstated. Most consolidated utilities maintain detailed cost and other data
on their operating units for planning and management purposes. Under single-tariff pricing, the need for
an acceptable method to allocate common costs across distinct systems for ratemaldng purposes is lessened
or eliminated.
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commission] would lose its ability to exercise regulatory oversight and control as it
pertains to these systems."

9
Most of the commissions historically shared this predilection for "cost-based" rates. In
numerous recent decisions involving a variety of utilities and issues, however, many of the
state public utility commissions have found that single-tariff pricing is in the public intaesf
and that it comports with prevailing standards concerning just, reasonable, and
nondiscriminatory rates. Some commissions have found that single-taxiHIpricing is not
inconsistent with cost-of-service principles or with commission ratemaldng authority.I

I
s

A variety of specific rationales (or combinations thereof) have been put forth by some of
the commissions to justify approval of single-tariff pricing: it addresses pragmatic concerns
affecting utilities and customers (namely, revenue stability and mitigation of rate shock); it
is consistent with consolidated management, operations, financing, and corporate
structures, it reduces regulatory caseload and costs, and it results in comparable prices for
comparable services produced from comparable facilities. Many investor-owned utilities
have strongly urged regulators to recognize that.these companies provide all of their
customers the same brand-name product (a safe and reliable supply ofpotable water) and
that single-tadff pricing will also rndce the product more affordable. Essentially, single-
tariffpricing makes it possible for all customers to share in the total economies of scale and
scope achieved by the utility corporation.

i

l
I

i
I
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Asserting regulatory authority to approve single-tariff pricing in some jurisdictions has not
been an easy task. The issue often arises in the context of other complex regulatory issues
related to water utility rates, management, operations, and acquisition practices.
Regulatory rulings must be within the scope of commission authority and the boundaries
set by state legislatures and the courts, if not, commission decisions can be legally
challenged. Nevertheless, as explored later in this report, the state public utility
commissions have approved the use of single-tariH` pricing for many multi-system water
utilities. Several specific regulatory determinations involving Single-tariff pricing are
reviewed later in this report.

I

l
I
I

I

9 Ernest Harwig, Direct Testimony before the New Hampshire Public Utilities Commission in DR 97-058,
Pennichuck Water Works, inc. (1997).
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2. Background

1

I

With few exceptions, the literature on public utility economics and ratemaking-including
ratemaking for the water industry sheds little direct light on the issue of single-tariff
pricing. The leading scholarly work inUtility economics mainly considers the economic
characteristics of telecommunications and energy industries, where private ownership
prevails,regionalization is pervasive, physical interconnection is die norm, and costs of
transmission are 1ow.'° The leading manuals on water utility ratemaldng published by the
American Water Works Association convey little (if any) information about the single-tariff
pricing method, a fact that probably undermines the medlod's institutional acceptance." A
cursory review of other promising bodies of literature, such as economic geography, does
not readily yield information on this apparently understudied issue.

The limited discussion of the spatial dimension of utility xatemaldng appears mainly
the literature on legal doctrine and in.the consideration of zonal pricing.

The Municipal Unit Doctrine

:
I

E
II

I
i
|
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In the adolescent years of the public utility industries, legal scholars debated whether costs
of providing service should be allocated spatially. Specifically, the debate centered on the
cost differences associated with providing semlce to urban and rural areas, the latter of
which can be more expensive to serve because of the cost of service-line extensions and
lack of economies of scale (for example, numerous users at the end of the line). The
known result of strictly cost-based pricing would have been to discourage the extension of
"modem" services to rural areas. Based on the essential nature of utility services, the
consequence would have been marked differences in the quality of life between urban and
rural dwellers, as well as underdevelopment of rural communities.

I

!

I

A series of legal precedents seemed to establish municipalities as ratennaking units for
utilities serving multiple cities. The "municipal-unit doctrine" refers to the treatment of a
municipality as a distinct service territory and unit for cost allocation and ratemelcing .

purposes (that is, "city-based" rates). In a 1934 review, however, RubeN D. Armstrong
passionately rejected the "municipal-unit doctrine," prinrzarilry on economic-development
grounds:

1

i
i
i

System utilities have made service available to the entire public, both urban and
neural, within large areas. This development serves a sound social policy. Any
regulatory policy or rule of law which would curtail it or rob it of its just reward
would be unfortunate and unwise. If each locality were required to stand upon

l
I

Io See Charles F. Phillips, Ir., The Regulation of Public Utilities (Arlington, VA: Public Utilities Reports,
Inc., 1993).
n American Water Works Association, Water Rates (MI), Wafer Rates and Related Charges (M26), and
Alternative Rates (M34) (Denver, CO: American Water Works Association, 1983, 1983, and 1992,
respectively).
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its own bottom, so to speak, rural and village extension and development would
be discouraged, and in many cases existing service abandoned.

I

|.

This would hurt the larger communities as well as the rural localities. It would
tend to eliminate the nial and village patrons, who now contribute something
to system overhead and return, and thus lessen its burden upon city and town
patrons. It would reverse the process by which large scale production and
distribution have been made possible, with more dependable service and lower
rates for all. It might ultimately require higher rates within the larger
municipalities in order to produce a reasonable unit return.

1
i
E
i
r Moreover, anything that would discourage the development and prosperity of

the tributary rural and village territory would react unfavorably on its economic
center and business capital."

Armstrong also cites addresses by Governor (and President-to-be) Franldin D. Roosevelt in
1929 and Harvard Professor Philip Cabot in 1932, both of whom advocated "greater
uniformity in public utility rates despite differences in cost on broad grounds of public
policy."" At the 1929 State Fair, Roosevelt "attacked the inequality and lack of
standardization" of utility rates and declared the situation "manifestly unfair":

Now, I am sorry to say that the principle of reasonably equal service at reasonably
equal cost to all the people of the State has not been carried out with regard to the
two latest forms of public service  the telephone and electricity. For some reason
(the history of which it is unnecessary to go into) the original telephone companies
were allowed to charge different kinds of rates, and now, when practically all
telephones are controlled by the greatest of all American mergers, we do not insist
on either uniform service or uniform rate.. .

The other example, and one which is even more glaring in its unfairness, is that of
the use of electricity in the homes. The railroad principle of fairly uniform rates has
been thrown to the winds even by the public regulating body known as the Public
Service Commission. Is it [now] time to stop and ask the question: "Why does
electricity in the home, the electric lights electric refrigerator, electric sewing
machine, the home machinery, cost as high as Nom 15 to 20 cents per kilowatt hour
in some localities and as low as from 4 to 6 cents per ldlowatt hour in other
localities." Why should families in one section be so grossly penalized over families
in another section?f

I

12 Robert D. Armstrong, "The Municipality as a Unit in Ratemaldng and Confiscation Cases,Michigan
Law Review 32 No. 3 (January 1934), footnotes omitted. Armstrong served as a hearing examiner with
the Indiana Commission and thereafter with the Interstate Commerce Commission.
13 Armstrong (1934), 292n.
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This difference in charges is true not merely in its application to regions aS large as
counties, but is true in respect to towns adjoining each other and houses separated
only by a mile or two. This is perhaps one reason why even today nearly two-thirds
of all the farm houses in the State of New York have no electricity. I am
wondering weedier it is not time for the people of this State to ask for the
application of a more unifonn rate and a more uniform system Of charging for
installation.'4 .

Utility regulators have a considerable degree of discretion in ratemaking, but their audiority
is derived from state legislatures and checked routinely by the courts. In 1933, for
example, the Supreme Court upheld a decision by the Indiana commission to treat
municipalities as separate ratemaldng units pursuant to state law. In response, however,
the legislature expressly authorized the commission to prescribe uniform rates on a regional
basis. This section continues to hold a place in the Indiana Code:

Every public utility is required to furnish reasonably adequate service and facilities.
The charge made by any public utility for any service rendered or to be rendered
either directly or in connection therewith shall be reasonable and just, and every
unjust or unreasonable charge for such service is prohibited and declared unlawful.
The commission, in order to expedite the determination of rate questions, or to
avoid unnecessary and unreasonable expense, or to avoid discrimination in rates
between classes of customers, or, whenever in the judgment of the commission
public interest so requires, may, for ratemaldng and accounting purposes, or either
of them, consider a single municipality and/or two (2) or more municipalities and/or
the adjacent and/or intervening rural territory as a regional unit where the same
utility serves such region, and may wiiiiin such region prescnlbe uniform rates for
consumers or patrons of the same class.. _is

l

The policy theory deployed to reject the municipal-unit doctrine accepts a fairly sizable
subsidy of rural services in the interest of achieving societal policy goals. Historically, and
for public policy reasons, rural utility services also were subsidized through governmental
grant and loan programs. In the public sector, local governmental subsidies related to
water and wastewater services are relatively common."

Following the apparent demise of the municipal-unit doctrine, most investor-owned
telecommunications and energy services seemed to price their products on a service-
terdtory basis. Today, this issue has been eclipsed by the trend toward competitive pricing.
Price theory suggests that competitive finns will offer the same price, based on marginal
cost, at all locations. Unregulated monopolists will maximize profits by engaging in price
discrimination among markets. According tO B. Peter Pashigian, the net

14 Ibid.
ms Indiana Code §8-1-2_4 Sec. 4.
la Another violation of efficiency occurs when subsidies flowtom the water system to the municipal
budget.
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Figure 5. Illustration of Pricing Practices by Firms

Source: Adapted from B. Peter Pashigian, Price Theory and Applications
(New York: McGraw Hill, 1994), 467.

i

price will be Iowa' in the distant market under geographic price discrimination because the
price-discriminating monopolist absorbs the ii-eight costs associated with distant sales."

l
l

E

Of course, economic regulation tends to reverse this finding, resulting in higher prices to
higher cost areas (namely, distant or rural markets). Pricing theory suggests, however, that
consolidated rates may be consistent with the behavior of competitive inns. The
generalized disparity in pricing among different types of Ernns is illustrated in Figure 5.

i
I

Competition places a greater emphasis on overall efficiency as a determinant of price levels,
rather than on allocating costs according to space or other criteria used in monopoly
ratemaking. Competitive pricing also shills some attention away Nom the cost of service
toward the value of service. Pricing fleidbility can help firms respond to competitive
forces, focus on service, and improve overall efficiency. When left to their discretion,
many multisystem utilities will opt for the competitive advantage of a consolidated rate.
Absent competition, however, the rate will not achieve efficiency.

17 B. Peter Pashigian,Price Theory and Applications (New York: McGraw Hill, 1994), 467.
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Spatial Pricing

|

|

Analysts seem to agree that utility costs varyspatially; that is, the cost of sewing one area
generally is not matched by the cost of sewing another area. For water utilities, differences
in elevation, climate, physical terrain, the age of the in Nastructure, the density of the
service population, and a host of other factors will tend to affect costs even for service
territories that otherwise appear similar. Differences in die proximity to water sources, the
type of source (surface water versus groundwater), the quality of source water, and
implemented treatment methods will tend to produce substantial cost differences.

Assumptions about efficiency and Concerns about equity in cost allocation also can lead to
zonal pricing, by which utilities vary prices according to spatial variations in costs among
customer groups that are grouped into zones, districts, or service areas. Zonal pricing
recognizes that the location of consumers within a larger service area can affect the cost of
providing service." .

With zonal pricing, rates are differentiated according to substantial differences in die cost
of serving different areas. Zones generally are defined in spatial terns and represent
geographic clusters of customers with similar cost characteristics. Differences in costs
among zones may be attributed to differences in distribution system costs, which may be
due to differences in the physical plant serving the zones (including age). A more
frequently cited reason for spatially differentiated pricing, however, is the variation in
pumping costs causal by differences in the proximity to facilities, density of the service
population, and particularly elevation, For practical purposes, and as used in this report,
zonal pricing is essentially the same as spatially differentiated pricing.

!
1

i

I

:

|
I
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The zonal price can reflect not only the proximity of groups to source and treatment
facilities, and differences in terrain, but also the different peaking characteristics that
service areas might present. Economist Robert Greene describes a situation in which three
zones present alternative distance and peaking characteristics that can be used to guide the
efficient allocation of capacity costs for each zone." In this case, customers assume a
greatercost burden when they are further from the treatment plant and when they
contribute to the peak period of water Usage. Greene's example of the cost allocation
based on zonal differences appears in Table 1. The cost allocation reflects the factthat
users impose different capacity costs on water systems based on their location, well as their
contribution to the system's peak loads.

According to Greene:

18 Janice A. Beecher, Patrick C. Mann, and John D. Stanford,Meet ing Water Utility Revenue

Requirements:Financing and Ratemaking Alternatives (Columbus, OH: The National Regulatory Research
Institute, 1993).
19 Robert Lee Greene,Welfare Economies and Peak Load Pricing (Gainesville, FL: University of Florida
Press, 1970).
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Zone
Distance from the
Treatment Plant

Peak Period
of Usage

Efficient Allocation of the Zone's Capacity
Costs

Zone A 1 mile Period I All users 'm Zones A, B, and C

Zone B 1-2 miles Period 11 All Period II users in Zones B and C

Zone C 2-3 miles Period I Period I users 'm Zone C

i
I
| USEPA - NARUC Consolidated Water Rates
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Table 1
Cost Allocation Under Zonal Pricing

I
I

Source: Adapted firm Robert Lee Greene,Welfare Economics and Peak Load Pricing (Gainesville, FL:
University of Florida Press, 1970), 60.

The importance ozone pricing rests not only in the proper allocation of
resources in water use. There is considerable significance with respect to land
use and other objectives. In a discussion of improper pricing policies tied to
marginal rents and the constraints imposed.by these rents... A zone pricing
solution can be used for rate differentials in both seasonal and daily peak load
problems... Zone pricing can also be used tO adjust rates in accordance with
cost differentials arising Dior such factors as geographical characteristics and
population density...20

I

i

The key issue in implementing zonal rates is one of cost justification. If substantial cost
differences exist within a service area, then zonal rates may be an appropriate form orate
unbundling that ostensibly attains more efficient water rates. |

|
|
|
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The efficiency gain assumes that the zonal rate is cost-based and that the transaction costs
associated with unbundling are justified by the efficiency gains. Zonal rates that are .
arbitrary (for example, rates that bear no relationship to cost variations or rates that are
based solely on geopolitical boundaries) will introduce ineiciencies. The expense of
developing zonal cost data probably has limited the application of zonal pricing. A
prerequisite to efficient zonal pricing is the capability to accurately calculate the cost
differences associated with providing service to different zones witlrin a utility's service
territory.

I
I

r

i
I
i
i

Economic and engineering arguments against zonal pricing can be made." Capital-
intensive utility systems should be designed for optimal performance of all utility functions
(supply, treatment, distribution, and so on) within a service territory. Spatial differentiation
within the serviceterritory might subvert this general optimum. In other words, the utility

i

20 Ibid., 61-62.
21 Beecher, et al. (1993).

I

i

i

14

l
4

I
I
|
I

|
|

|



|

1
|

|

USEPA - NARU c Consolidated Water Rates

does not deploy resources in the most economically beneficial manner. Another potential
disadvantage of zonal pricing is that it can accentuate the problem of localized cost and
rate shock associated with infrastructure replacements. By broadening the customer base,
a uniform or average ratewill cushion the shock and temper its adverse effects (such as
revenue instability) .

Zonal rates also raise concerns about equity and perceptions of equity. Obviously, zonal
rates usually will be met wide considerable resistance from the groups of consumers asked
to pay higher water rates. In some contexts, zonal pricing might constitute an undesirable
form of price discrimination.

Zonal pricing is used by the water industry to some degree, although not necessarily by that
name. Wholesale water rates might qualify as an example because they typically reflect
spatial differences in costs. Utilities that set different retail prices for districts served
include the California-Amenlcan Water Company and the Los Angeles Suburban Water
Company." A more common form of zonal pricing used by publicly owned utilities is the
rate differentiation for service inside and outside municipal boundaries. Fairfield, California
provides an example of spatially differentiated pricing, both within the city and between
residents and nonresidents (see Table 2). As a generalization, municipal utilities are more
likely to use inside-city/outside-city pricing and investor-owned utilities are more likely to
seek approval for rate uniformity across service territories.

|

Table 2
Example of Municipal Zonal Rates for Residential Water Customers

!|

Rate i
mResidential Water Charges

Service charge
Water-use charge

Zone 3 (200 feet and over)
Zone 5 (400 feet and over)

$0.50 per day
$1.35 per 100 cubic feet
$1.67 per 100 cubic feet
$2.00 per 100 cubic feet

I

I
8
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Pneumatic Pump Zones
Zones l and 2
Zones 3 and 4

Zone 5

$1.57 per 100 cubic feet
$1.89 per 100 cubic feet
$2.22 per 100 cubic feet

Outside City Charge
Service charge $0.75 per day

Water-use charge $2.02 per 100 cubic feet
Source: City of Fairfield California Utility Rates, as of January 1, 1999. 100 cubic feet = 748 gallons.
(http://www-e-v.com/fairxield/government/public_worl<s/rates.htm).i

I
I
I

22 Ralelis Environmental Consulting Group, 1996 Water and Wastewater Rate Survey (Charlotte, NC:
Raltelis Environmental Consulting Group, 1996).
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For a variety of reasons, zonal pricing does not appear to be the prevailing model for retail
water pricing. Importantly, costs can vary within physically interconnected service
territories by magnitudes as great as they might vary between no interconnected systems.
By and large, many cost differentials associated with spatial considerations are essentially
disregarded in the ratemaking process for public utility systems.

I
Spatial Pricing and the Telephone Industry

The rejection of zonal pricing 'm the debate over statewide telephone rates seems to come
closest to providing a rationale for single-tariff pricing by multi-system water utilities.
According to Charles Phillips:

While each exchange is a distinct unit for rate-quoting purposes, the former Bell
System companies have generally established rates on a statewide basis.
Essentially, the statewide basis provides that the total costs of furnishing telephone
service and the resulting revenue requirements are considered for the state as a unit.
This practice recognizes that telephone service, both exchange and intrastate toll,
finished by a given company through a state, is, in reality, an integrated whole, all
portions of which are interdependent. The objective is to apply throughout the
state a well-balanced and coordinated pattern of rate treatment, providing rates that
are uniform under substantially like conditions and producing, in the aggregate,
reasonable earnings on the company's total telephone operations within the state.

i
I
|
|
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The statewide basis has Ive important advantages over consideration of individual
exchanges. First, the statewide basis pennies more people to have better service at
a reasonable price. Some small areas, if forced to pay their own way, might have
no service at all. Needed plant replacements or additions might be postponed if
local customers had to cover their full costs, resulting in deterioration of local
service within the exchange and of toll service to and from it. Second, on the
statewide basis, customers pay like charges for like amounts of service. If each
exchange had to stand on its own feet, customers' charges would vary with physical
characteristics of the exchange areas, age of plant, type of equipment and other
factors affecting costs, but not necessarily affecting the service rendered. The
statewide basis averages out such factors.

I
l
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I
!
I

Third, customers seem better satisfied with statewide rates, since the application of
uniform schedules avoids any questions of discrimination or unfair advantage to
pressure groups 'm individual exchanges. Fourth, the statewide basis tends to
stabilize rate levels by providing a broad rate basis. Risks axe shared so that a
community suffering from flood, storm or other natural disaster or from some local
economic difficulty (e.g., the removal of a major industry) need not pay higher
telephone rates such as would be required if telephone operations in that exchange
had to meet these conditions single-handedly. Finally, the statewide basis is more
workable and maces the regulatory process less cumbersome and expensive to both

16

i
!
I
1
i
I



USEPA - NARUC Consolidated Water Rates

the public and the company involved. It avoids multiplicity of rate cases for each
individual exchange. It simplifies handling of questions and complaints by the
regulatory commissions and administration by the companies.

At the same time, it should be pointed out that the statewide basis results in some
subscribers subsidizing other subscribers. Because exchange telephone service is
more valuable to customers 'm the larger service areas, they are willing to pay more
for their service. Since their average cash incomes are greater, they are able to pay
more. Lower rates in the small towns and rural areas, where average money
incomes are relatively low, encourage telephone use and development in these :
places. Once again, this is an example of how rate discrimination has been Used to
achieve a socially desirableobjecdve, in this case the widespread development of
telephone usage through the country."

Phillips also discusses how "nationwide averaging has been used in establishing interstate
toll rates, under which toll rates are the same for equal distances throughout the continental
United States, despite differences in the costs involved"24 A nationwide rate, he
acknowledges, has "all of the advantages of statewide rates, but it results in internal
subsidization" and raises a variety of competitive issues as well.

Counterpoint

iI
|

he a direct and provocative treatment of the "uniform pn'cing" issue, economist Ronald
Coase acknowledged that the key arguments favoring uniformity are founded on the view
that certain services (namely, utility services) are considered essential and that the
undertaldng as a whole can be "self-supporting."25 However, Coase notes the intellectual
disagreement among early postmasters (also economists) over whether postage stamp rates
actually served the interests of rural communities;

I
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Absent a governmental subsidy, according to Coast, a uniform price actually might cause a
provider to avoid or delay extending service to high-cost areas,even zfthe customers in
high-cost areas are willing to cover the additional costs through rates (or surcharges).
Adding high-cost customers to the mix increases the average cost of production and
decreases the economic well-being of the utility. The magnitude of tllis effect depends on
the relative mix of high-cost and low-cost service. Coase makes, and then relaxes, a
number of assumptions that may or may not be valid but he does not consider the role of
economic regulation. In practice, a forward~looldng ratesetting process that accounts for
teetotal cost of service throughout the consolidated service territory neutralizes the
disincentive Coase identifies. Indeed the primary and practical purpose of rate
consolidation had been to extend servicewhile maintaining the utility's financial health.

I

:
l

1
23 Phillips (I993), 517-518.
24 Phillips (1993), 522.
zs Coast, "The Economics of Uniform Pricing Systems."
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3 Spatial Pricing and Ratemaking Theory

Theoretical Issues

\
r
I

The defining engineering, economic, structural, and institutional characteristics of the water
industry generally are not contemplated in the literature establishing the basic principles of
utility ratemaldng. The central issue of whether physical interconnection should be
required for single-tariff pricing by multi-system water utilities is not well addressed.
Because other utility iniirastructures--elecu°icity, electricity, natural gas,
telecommunications--have a high degree of interconnection dirough transmission grids, the
acceptability of cost averaging for nOn-interconnected systems is a theoretical problem
unique to the water and wastewater industries. Although energy and telecommunications
providers experience spatial differences in cost, these differences are generally not reflected
in prices.

In the prevailing theories used in ratemaldng and regulation, the concepts of "due" (or just
and reasonable) and "undue" (or unjust and unreasonable) price discrimination are
contemplated. with regard to customers classes but not with regard to spatially defined
systems. Separate prices for separate systems owned by a common entity reflect
assumptions about the implications of the cost allocation for efficiency, It can be argued
that water costs are allocated (and prices are charged) on a spatial basis primarily because
they can be, rather than that theyshould be for unequivocal theoretical or empirical
reasons. In other words, the costs of providing utility service can be approximated for
individual operations (with corporate common costs allocated among them), but the
benefits and desirability of doing so are contingent on other considerations.

A logical (if not well documented) argument can be made that spatial pricing comports
with cost-of-service principles and enhances allocative efficiency: customers of systems
with higher costs pay higher rates and customers of systems with lower costs pay lower
rates. The degree of subsidy or inefficiency introduced with single-tariff pricing, and
whether or not it is acceptable, depends in part on the differential in costs among systems.
A small differential with a minimal rate impact will be less controversial than a large
differential with a substantial rate impact. Little guidance is available on to what extent of
cost averaging through single-tariff pricing would constitute an inappropriate level of
subsidy, undue price discrimination, or more generally an abuse of monopoly power.

|

I

!

However, with or without single-tariff pricing, utility rates can be more or less efficient
depending on other features of the rate (such as the mix of fixed and variable charges, the
number of rate blocks, rate-block differentials, and seasonal differentials). These features
can promote efficient water use and can do so when used in conjunction with single-tariif
pricing. Moreover, and perhaps more importantly, the cost of service is not the only
guiding principle and efficiency is not die only goal of public utility ratemaking and
policymaking, as discussed later in this report.

i
I

:

i
|
l

F
I

|

18



I
i
I
I USEPA - NARUC Consolidated Water Rates
8

x

i

:
I

;

s

i

In reality, virtually all methods of utility rate design require a considerable degree of cost
averaging. The obvious example is in the establishment of rates by customer classes (for
example, residential, commercial, industrial, and wholesale). But many utility costs are
associated with common operational and management functions. Common costs are
allocated to customer groups according to one of several available methodologies. For
multi-system utilities that do not use single-tariff pricing, common costs must be allocated
spatially as well. Allocating common costs requires the analyst to make assumptions about
underlying cost drivers and establish yet another layer of averaging. The entire processor
cost allocation and rate design is as much art as it is science, and has at least as much to do
with equity as it does efficiency.

111 many jurisdictions, thestatus quo presents a challenge for utilities. Based on the
prevailing theoretical assumptions, the burden of proof has rested on water utilities
to justify the use of single-tariff pricing. In other words, the prevailing assumption is
that deviations iron spatial allocation of costs (such as the movement toward
consolidated rates) must be justified. An alternative approach would be to begin
with a single tariff and specify the circumstances under which spatial allocation of
costs is justified because of concerns about efficiency, equity, subsidies, undue.
discrimination, or other raternaldng or policy concerns. This might shiitattention to
the use of extra-tariff instruments, such as surcharges, to make price adjustments
needed to encourage efficiency and accomplish other purposes.

Evaluation Issues

The appropriateness of reflecting spatial differences in cost 'm prices can he .
evaluated according to traditional and modem ratemaking criteria. The general
criteria for many public policies, and for utility ratemalchig, oiienn emphasize
competing goals. Although.it always seems desirable to achieve publiC policy goals
efficiently, efficiency itself is not the only goal of policymaking: .

I

Of course, efficiency is not the only societal value. Human dignity, economic
opportunity, and political participation are values that deserve consideration
along with efficiency. On occasion, public decision makers or ourselves, as
members of society, may wish to give up some economic efficiency to
protect human life, make the Final distribution of goods more equitable, or
promote failness in the distribution process. As analysts we have a
responsibility to coniiont these multiple values and the potential conflicts
among them."

The emphasis on, concept 0£ and assumptions about efficiency shape views about
what is just, fair, or equitable. Political philosophers offer alternative perspectives.
The Rawlsian theory ofjustice, which holds that Public policies should be used to

be David L Weimer and Aidan R. Vining, Policy Analysis: Concepts and Practice (Englewood Cliffs, NJ:
Prentice-Hall, 1989), 31.
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provide the greatest benefit to society's least advantaged, is perhaps thebes
example of a countervailing philosophy."

Ratemaking Criteria

I
!

I
I

Ratemaking and rate design are guided by certain fundamental principles that are well
established and well accepted in the regulatory community. These principles provide
guidance, but are not decisive because each involves a degree of subjectivity and some
principle might directly clash with.others.

I

Most ratemaking analysts rely substantially on James Bonbright's eight criteria for a sound
or desirable rate structure:

1.

2.
/3.

4.
5.

/ 6 .

7.
~/8.

The related, "practical" attributes of simplicity, understandability, public
acceptability, and feasibility of application.
Freedom Nom controversies as to proper interpretatioN.
Effectiveness in yielding total revenue requirements under the fair-retum
standard.
Revenue stability from year to year.
Stability of the rates themselves, With a minimum of unexpected changes
seriously adverse to existing customers.
Fairness of the specific rates in the appointment of total costs of service
among the different consumers.
Avoidance of "undue discrimination" in rate relationships.
Efficiency of the rate classes and rate blocks in discouraging wasteful use of
service while promoting all justified types and amounts of use:
(a) in the control of the total amounts of service supplied by the company,
(b) in the control of the relative uses of alterative types of service (on-peak
Versus 015°-peak electricity, Pullman travel versus coach travel, single-party
telephone service versus service from a multi-party line, etc."

r

I

As indicated by check mark (»/), Bonbright considered three criteria-revenue sufficiency,
fairness, and efficiency-to be especially important." Despite the passage of mc,
Bonbright's criteria remain quintessential. Table 3 presents a qualitative analysis of the
consistency of single-tariff pricing with Bonbright's traditional criteria (items 1 though 8).
Five additional policy criteria that are especially relevant to modern water pricing also are
presented (items a through e).

!|
1
|

Consolidated rates generally seem to meet the test of Bonbright's first five criteria. If
practicality depends in part on customer acceptance, then acceptance becomes a

z7 John Rawls, A Theory ofJ'ustice (Cambridge, MA: Belknap Press of Harvard University Press, 1971).
zz Phillips (1993), 434-435. Based on James C. Bonbright,Principles of Public Utility Rates (New York:
Columbia University Press, 1961).
29 Phillips (1993), 434-435.
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determinant. Other aspects of practicality, namely simplicity, understandability, and
feasibility of application (or implementation) seem very compatible with single-tariff
pricing. The last three criteria are labeled as 'indeterminate because their compatibility with
rate consolidation depends on other policies or practices, or on the subjective judgment of
the evaluator. While single-tariifpricing is not necessarily consistent with these criteria,
neither is it clearly inconsistent. On the issue of fairness, single-tariffpneing might be
considered unfair on the basis of subsidization, but fair on the basis of sharing burdens at a
reasonable cost. On the issue of efficiency, other features of a tariff also affect die
accuracy of price signals.

The live additional criteria included represent a select group of other potentially relevant
policy goals in relation to single-tariff pricing for the water industry. Resource planning is
considered indeterminate because planning incentives and outcomes probably are more
heavily influenced by the structural character of the water industry than by rate design]
However, single-tariff pricing seems rather consistent with four other criteria-standards
compliance, customer affordability, industry restructuring, and institutional legitimacy. The
last criterion, institutional legitimacy, is somewhat of a composite indicator. The assertion
of consistency reflects the. generally positive support for single-tariff pricing by the state
public utility commissions and the courts.

Table 3
Consistency of Single-Tariff Pricing
With Ratemaking Criteria
Criterion

1

1 Consistency of Single-TariffPricing
with Criterion

II

Bonbright Criteria
1. Practicality
2. interpretability
3. Revenue recovery
4. Revenue stability
5. Rate stability
6. Fair cost allocation/equity
7. Discrimination avoidance
8. Efficient resource use
Additional Criteria
a. Resource planning Indeterminate
b. Standards compliance Generally consistent
c. Customer affordability Generally consistent
d. Industry restructuring Generally consistent
e. Institutional legitimacy Generally consistent
Source: Author's construct. Criteria l through 8 are from James C. Bonbright,Principles ofPublic Utility
Rates (New York: Columbia University Press, 1961).

Generally consistent (if accepted)
Generally consistent
Generally consistent
Generally consistent
Generally consistent
Indeterminate
Indeterminate
Indeterminate
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Directly or indirectly, these criteria figure prominently in the consideration of rate
consolidation. Other analysts surely could raise other relevant considerations. No attempt
is made here to weight the criteria according to perceived importance, this is a task left to
policymakers. In reality, the efficiency criterion is assigned considerable weight in
ratemaldng, as well as in policymaldng in general. In other words, divergence from
efficient solutions (or solutions that are perceived to be etiicient) must be well justified.

The Efficiency Criterion

Economic theory argues for utility pricing that promotes overall efficiency for society. An
efficient price signal leads consumers to consume, and producers to produce, an
appropriate amount of a good or service. Prices that are too low can lead to
overcoNsumption (and underproduction), prices that are too high can lead to
underconsumption (and overproduction). The mismatch of supply and demand, and the
"welfare loss" associated with it, has rippling effects throughout the economy because in
using excessive resources to produce a good, or spending too much for that good, society
foregoes opportunities to use those resources or make those expenditures elsewhere.

Economic theory also argues for utility pricing that is equitable in terms of allocating costs
to those responsible for those costs." In this conception, equity essentially serves
efficiency goals. Three lands of equity can be considered. Horizontal equity suggests that
those who impose similar costs should pay the same rate. A related ratemaldng principle is
that rates should be "nondiscrilninatory." Vertical equity suggests that those who impose
different costs should pay different rates that reflect those cost differences. Ratemaking
allows for"due discrimination" when costs among customer groups vary substantially.
Finally, intergenerational equity considers equity along a temporal dimension, suggesting
that one generation of customers should not be forced to cover costs imposed by another
generation of customers.

I

i
i
I
I

i
I

Economists long have argued for prices that reflect costs and against subsidies that distort
price signals. Modem pricing theory more specifically calls for pricing based on marginal
costs, that is, prices should reflect the incremental cost of producing an additional 5
increment of a good. Prices based on long-term marginal costs will help achieve long~tenn
efficiency 'up deploying resources. Efficiency is a fundamental goal but it is not the only
goal of utility pricing. Pricing also must help achieve a delicate balance between the
interests of the utility and the interests of ratepayers, and in doing so satisfy the public
interest standard.

f
I
i

30 Of course, other theoretical perspectives will argue for different lands of equity, such as social and
political equity.
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Other Criteria

Another WWW inupoNalnt rate=rna]mlig principle centers on the avoidance of "undue" price
discrimination. An important issue for regulators is whether the level of price discrimination
under either single-tariif pricing or stand-alone pricing is "due or undue," that is, whether
or not it is justified According to Charles Phillips: . .

F

I

I

Price discrimination occurs when a seller establishes for the same product or service
different rates that are not justified entirely by differences in cost, or the same rate
where differences in cost would justify differences in price... [I]t would be
theoretically possible for a fem to charge each customer a different rate.. _:QS

The often-cited legal standard of 'Wmdue discrimination" does not point regulators or the
courts to particular solutions, as articulated by Richard J. Pierce:

Most regulatory statutes forbid "undue discrimination" in the relationship among
the rates charged different customers or classes Of customers. This statutory
standard is almost completely devoid of meaning, however. By using the adjective
"undue," the standard obidously authorizes some forms of price discrimination, but
it says nothing that would help an agency or a court distinguish between permissible
and impermissible rate differentials.

|

I
i
I

4- Much of the case law purporting to distinguish between due and undue
discrimination is a advelymis1ea g...

x

i
[The Supreme] Court's holding in Hope applies with equal force to rate design
decisions. An agency's decision has a "presumption of validity," and anyone
s eeldng to over tu rn  i t  has  " the heawbmden of  s howing that  i t  i s  inval id . "  T he

agency is "not bound to these of any single formulae in determining rates.""

I

I

i

i

A closely related and equally complex regulatory standard is whether resulting rates are
'just and reasonable." Phillips explains:

[D]iscrimination is accepted in the rate structures ofpublic utilities, but... such
discrimination must be "just and reasonable." Discrimination is both unintentional
and purposeful. It is unintentional in that some discrimination results from the
eHbrts of utilities and commissions to simplify the rate structures by grouping
customers into a limited number of classifications. It is purposeful in that
discrimination may be the only way in which service can be provided to some
customers. Low-density routes may be subsidized by high-density routes (even

an Phillips (1993), 69-70.
so Richard J. Pierce, Economic Regulation: Cases and Materials (Cincinnati: Anderson Publishing Co.,
1994), 122.
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under competition), small towns by large cities. Rather diam preventing
discrimination, regulation merely seeks to control what discrimination takes place."

8
I
I

5
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In sum, regulatory agencies have considerable discretionary authority, and have exercised
that authority, to determine whether rates and rate structures are within acceptable
boundaries. Many state public utility commissions have found that rate consolidation by
multi-system water utilities is widiin these boundaries.

:

Pricing in Practice

Despite the hallowed status of economic efficiency 'm ratemaking, pricing in practice often
violates pricing in theory. Many sources of distortion (govemrnental grants and subsidies,
dl&lerences in ownership, ill-defined markets for alternative water uses, and a variety of
past public policies) distort price signals for water. The considerable "noise" in the real
world of assigning monetary values to water undermines the efficiency of the price signal
sent by utilities. Practical applications of marginal-cost pricing, when used at all, deviate
substantially from the theoretical construct. One key reason is dirt strict adherence to the
marginal-cost model could allow utility monopolies to receive excess revenues and earn
excess profits (in the case of investor-owned utilities).

I
i

|

|
|

Averaging costs to one degree or another is an accepted practice in utility ratemaldng. For
example, rate regulators generally do not accept "vintage" rates that distinguish "old"
customers from "new" customers even though old and new customers impose different
costs on the utility system." Ratemaking also tends to ignore the reality that older and
newer parts of a water system will require capital investments at different times and at
different costs, these improvement costs instead are averaged across the entire system and
all of the utility's customers."

In rate design, economic theory often gives way--at least somewhat-to practical and
public policy concerns. An example that has some relevance for the single-tariff pricing
debate is the provision ofbudget-payment plans for customers that equalize payments over
a year, making the utility billfduring .thepeak period of use (such as the winter heating bill
or the sinner cooling bill) more affordable. A disadvantage of the budget plan in terms of
economic efficiency is that it undermines the price signal to customers, which may lead
them to overconsume (and pay a higher annual bill than they otherwise would pay). But
the advantages of convenience and affordability for customers, as well as avoidance of
costly and potentially dangerous disconnections, generally outweigh these theoretical
considerations.

33 Phillips (1993), 70, footnotes omitted.
34 John Guastella, "Single Tariff Pricing and Conservation Rates," a discussion paper prepared for the
Rates and Revenue Committee of the National Association of Water Companies (1994).
s Guastella (1994).
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The budget-payment plan is an imperfect analogy to single-tariff pricing, however, in that it
is customer-specific and does not involve subsidization from one customer to another.
Subsidization will occur, however, with lifeline rates that provide a minimal block of usage
at a price below the cost of service and lenient disconnection practices. Such policies
introduce equity and fairness considerations beyond those-narrowly defined by economic
theory.
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E 4. Stulctural Issues in the Water Industry
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The U.S. water industry is complex and diverse. The U.S. Environmental Protection
Agency and the state primacy agencies, count noncommunity and community water
systems. According to the EPA's CoMmunity Water System Survey (1997), about 50,289
community water systems operate in the United States. A community water system is a
system serving a population of 25 or more people with at least 15 service connections.

The data confirm both the large number of water systems in the United States, as well as
the large proportion of smaller systems within that total. Relatively small systems, defined
as systems serving communities with a population under 3,300 persons, comprise about 85
percent of total systems and provide water to approximately 12 percent of the connections
served by community systems. Conversely, about 15 percent of community water systems
are larger in size and provide water to approximately 88 percent of connections.

Systems v. Utilities

Community water systems, which the EPA inventories, can be distinguished from water
utilities. Water utilities are governmental, nonprofit, or private corporate entities engaged
in providing water service to one or more service territories. Water utilities can operate
more than one water system. Multi-system utilities are particularly apparent in the private
segment of the water industry. Many of the larger investor-owned utilities actually
operated several distinct water systems. In some cases, none of the systems operated by
the utility are physically interconnected, in other cases, two or more of the systems may be
connected to common water source, transmission, or treatment facilities.

i.
I
i
I

The state public utility commissions typically count the number of regulated water utilities
but not necessarily water systems.In 1995, the number of commission-regulated water
utilities was about 8,537 and the number of commission-regulated water systems was
about 11,064.36 Thus, the commissions regulate approximately 20 percent of all water
systems, although the number and percentage of commission-regulated systems probably is
somewhat underestimated because of the difficulty in counting regulated systems.

i

I
t
z

l
:

In some states, the number of regulated utilities is equivalent to the number of regulated
systems. However, the distinction between utilities and systems is important in that many
jMsdictional water utilities encompass multiple community water systems. The presence

of numerous multi-system utilities is, and will continue to be, an important feature of the
U.S. water industry.

;

as Janice A. Beecher, 1995Inventory ofComm1l§sion-Regulated Water and Wastewater Utilities.
(Indianapolis, IN: Center for Urban Policy and mc Enw'ronment, 1995).
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Multi-System Water Utilities

|
!
:
3

A multi-system water utility is a utility comprised of several distinct water systems.
Physical interconnection among systems can help utilities achieve economies of scale in
production and enhance service reliability. Common management of physically separate
systems, however, also can help systems realize operational, management, and financing
(cost-of-capital) savings.

I
i
i
I

Even without physical interconnection, the utility still can achieve economies of scale and
scope through certain operational and administrative functions. Operating multiple
no interconnected systems within close physical proximity, for example, might allow the
utility to save labor costs by using a circuit rider approach to system operations. A
specialized maintenance team might also be used to address ongoing programs for
maintenance, replacements, and improvements. Shared operations and management also
can enhance the ability of water Systems to respond to water emergencies. Consolidated
meter reading, billing, and customer relations functions also can produce savings.

|

I

At the management level, planning, financing, regulatory relations, and other areas of
decisionmaldng can be consolidated on a utility-wide basis. Managers with greater
expertise can be retained at the utility level than at the smaller system level. While
managers with greater expertise will command higher salary and benefit packages, the
investment in their expertise can yield savings that individual systems could not otherwise
achieve. Ample anecdotal evidence supports the assertion that smaller systems benefit
from access to expert technical knowledge. Using this expertise, multi-system utilities can
exploit etiiciencies and improve effectiveness by deploying a unified workforce, rather than
having each individual utility maintain separate capability for various utility iimctions. |

|

The potential advantages of utility-wide management may extend beyond the immediate
efficiency payoffs. Planning for multiple systems, as compared to Mdividml systems,
allows for a more comprehensive approach. Better planning, in tum, should enhance the
utility's capacity to respond to regional economic and environmental issues. Effective
watershed management and source-water protection programs, for example, require a
regional perspective that is not easily achieved by isolated systems.

I

Another appreciable benefit of common management is lowering the cost of capital. A
consolidated utility with a broader customer and revenue base is expected to pay lower
financing costs than individualized systems. This is a particularly important benefit for very
small water systems.

Mild-system utility operations can be linked to the broader and more long-term policy
concerns related to structural change in the water industry dirough regionalization. Multi-
system utilities generally serve regional areas. Many have the potential to combine
operations, with or without physical interconnection, with other nearby water systems
(many of which are small in size). Water utility mergers and acquisitions reflect a very
gradual trend toward regionalization and, in some cases, privatization of water services.

I
I
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Existing utilities also can be used to provide service as an alternative to the creation of new
water utilities. Indeed, many states will not certify a new water system if service from an
existing provider is feasible. In addition to expanding regional water operations, some
water utilities have diversified by entering the wastewater industry. Likewise, some private
energy utilities providing electricity and natural gas have ventured into the water business..
The formation and expansion of multi-system utilities and multi-sector utilities are part of
potentially fundamental structural changes occurring in the water industry.

|

| Pricing and Structural Change
r
!

Pricing is intrinsically related to structural change 'm the water industry. For example, a
utility's level of interest in a merger or acquisition opportunity may depend on anticipated
price effects. A negotiated sale of a utility might include limitations on near-term pricing
practices or even price caps or freezes for a fixed period of time. Larger utilities often are
reluctant to consider acquiring smaller, nonviable systems unless reliable means of cost
recovery can be identified and secured. An acquisition candidate often presents substantial
infrastructure needs but its service community lacks the ability to pay for improvements
through higher rates. As mentioned already, the acquisition will yield some economies but
not usually economies of a magnitude great enough to offset the diseconomies associated
with the smaller system's operations. Some argue that more acquisitions would occur if
acquiring companies were provided incentives, including the ability to spread costs
throughout the utility's multiple service territories.

I
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Although the dilemmas of small water systems have been extensively studied, the issue of
pricing probably has received considerably less attention than viability assessment, capacity
building, and related approaches. Pricing policies ultimately will play a role in shaping the
future structure of the water industry, including but not limited to the future of small water
systems.

i

Incentives for Restructuring

|
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Single-tariffpricing has the potential to encourage economic indusuy consolidation and
regionalization, as well as privatization." Averaging costs mitigates rate shock for
customers and enhances revenue stability for utilities; it also is relatively simple to
administer. Some investor-owned utilities have sought rate equalization in direct
connection with small systenun acquisitions." According to one industry representative,

37 Janice A. Beecher, G. Richard Dreese and John D. Stanford,Regulatory Implications of Water and
Wastewater Utility Privatzkation (Columbus, OH: The National Regulatory Research Institute, 1995), 141 .
as Patrick Mann, G. Richard Dreese, and Miriam A. Tucker, Commission Regulation of Small Water
Utilities: Mergers and Acquisitions (Columbus, OH: The National Regulatory Research Institute, 1986);
Raymond W. Lawton. and Vivian Witldnd Davis,Commission Regulation ofSmalI Water Utilities: Some
Issues and Solutions (Columbus, OH: The National Regulatory Research Institute, 1983).
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single-tariff pricing "could help solve the dilemma of other no integrated small water
systems,""

I
1

4

I

The focus of this report is on single-tariff pricing by regulated investor-owned utilities
because die issue has emerged primarily within these parameters. Rate consolidation can
be used as easily by publicly owned utilities as by investor-owned utilities." Many of the
larger metropolitan water systems could acquire numerous contiguous small systems and
employ single-tariffpricing with a negligible customer-bill impact." In the context of
public utility regulation and mandated takeovers, it appears that the burden of acquiring
troubled systems seems has fallen more to privately owned than to publicly owned water
utilities. This is because many small systems are privately owned and regulated, the larger
investor-owned systems do not confine their service territories to local political boundaries
and regulators can provide acquisition incentives to jurisdictional utilities. In the few states
where a takeover can be mandated, it may be easier to impose this responsibility on a
private system.

I

Unfortunately, little systematic evidence on the use of single-tariff pricing in the public
sector is available. Also, most municipal utilities and many public authorities appear to
operate single water systems only. However, one example of the use of single tariff pricing
in the nonprofit context can be found in Clark County, Washington. Clark Public Utilities
is a customer-owned district that provides water service (and other services) to 24,000
customers throughout Clark County and also operates several small "satellite" systems for
small groups of homes throughout the county." All customers pay the same monthly
customer charge and uniform volume rate.

i

;
\
t

Some municipalities do impose zonal rates dirt reflect differences in elevation and pumping
costs. Generally, however, municipal water utilities impose a single pricing structure for all
citizen~ratepayers served within municipal boundaries, ratepayers outside of municipal
boundaries often pay a higher rate." Higher "outside" rates are justified on the grounds
that "inside" customers bear more risks and burdens associated with financing capital
improvements through municipal funding instruments. However, the rate differential often
appears to be somewhat arbitrary. In a few states, charging a different rate to outside
customers can trigger economic regulation by the state (Pennsylvania is an example).

1

Some insights can be gained from two states where state economic regulation applies both
the privately and publicly owned water systems. In Wisconsin, state law mandates single-

|
|
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as Edward M. Limbach, "Single Tariff Pricing," JoumaIArnerican Water Works Association 75 no. 9
(September 1984): 52.
40 Limbaugh (1984).
41 Cities may lack adequate incentives or opportunities or acquisitions. In contrast, regulatory agencies can
offer investor-owned utilities with rate-of-return and other incentives. Some commissions have the
authority to mandate takeovers of smaller, nonviable water systems.
42 Clark Public Utilities (http://clarkpud.com/Defaulthtm).
43 The interest of many investor-ovlmed utilities in single-tariff pricing clearly stands in contrast to the
apparent interest of many municipally owned utilities in spatially differentiated pricing.
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tariff pricing for Municipalities." In West Virginia, where economic regulation applies to
public service districts, as well as investor-owned utilities, single-tariffpricing has been an
issue because of the needs of the state's rural areas. Single-tariff pricing is approved on a
case-by-case basis and both single tariffs and multiple tariffs are used throughout the state.i

E
I

Many of the State commissions have broadly supported the idea of consolidating water
utilities and specifically approved valuation, costing, and pricing practices that encourage
larger and healthier utilities to acquire smaller and less healthy utilities. The Pennsylvania
Public Utility Commission, in its policy statement regarding acquisitions, explicitly
mentions single-tariffpricing. These regulatory policies are being adopted within the larger
context of structural change in the water industry. These structural changes may include
reconsideration oftraditional methods of regulation and ratemaldng, as is talking place in
many jurisdictions for the other utility industries."

I

1
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44 Wisconsin S. 66.069 (1) (a) (1971).
45 In the increasingly competitive electric and natural gas industries, for example, the interest in regulatory
alternatives is high. These alternatives include price caps arid flexible rates, which essentially deregulate
rate design by giving utilities greater discretion in setting rates within broad parameters.
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5. Cost Profile of the Water Industry
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Water utilities remain one of the more tried and true monopolies in terms of basic
economic characteristics. In general, water service can be prow'ded efficiently by a
vertically integrated supplier, two or more suppliers (or redundant distribution systems) in
the same service area would greatly increase costs and rates. The technology of water
supply clearly demonstrates economies of scale, meaning dirt average unit costs decrease
with the quantity of water provided. The prevalence of many small utilities undermines the
industries' overall efficiency in terms of achieving economies of scale.

Even 'm comparison to other fixed utilities, water utilities require substantial investment in
fixed assets relative to the variable costs of production (including the cost of raw water,
energy, and treatment chelnicals)."' Using the standard of capital inveshnent per revenue
dollar, water supply is among the most capital-intensive of all utility sectors. Capital
investment in water supply mainly is a fiction of the need to establish production
capacity, maintain a complex storage, transmission, and distribution network; and meet
both lire-protection specifications and peak demands. In general, the water supply industry
has high fixed costs and low capital turnover rates. However, the capital intensity of .the
water supply industry also can be explained by the induslry's relatively low variable
(operating) costs, which translate into relatively low Operating revenues. I

I

Reflecting these cost characteristics, water rates typically take the form of a fixed charge
that does not vary with usage and a variable charge that varies with usage. Traditional
cost-of-service principles can lead to very high fixed charges and very low variable charges
for water utilities. Efficiency-oriented rates,however, tend to accentuate the variable
component of the water bill in order to affect consumption behavior.

|

I
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Trends in Water Costs

E

Water supply clearly is a rising-cost industry. Water supply utilities, and their regulators at
the federal, state, and local levels, are increasingly aware of the water supply industry's
changing revenue requirements. Three key forces affecting the industly's costs are (1) the
need to comply with regulatory provisions of the Safe Drinldng Water Act (SDWA), (2)
the need to replace and upgrade an aging water delivery infrastructure, and (3) the need to
meet population growth and promote economic development. In addition, water utilities
face a variety of secondary cost forces. These include die often high cost of borrowing to
finance capital projects (especially for small systems) and the shift to unsubsidized,
self sustaining operations (especially for publicly owned systems).

1
46 For a comparison of the water industry to the electric, natural gas, and telecommunications industries,
see Janice A. Beecher,The Water Industry Compared: Structural, Regulatory, and Strategic Issues for
Utilities in a Changing Context (Washington, DC: National Association of Water Companies, l998).
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The concurrent and mutually reinforcing impact of these forces on many water utilities
presents a substantial pressure on both capital and operating costs, a pressure not
previously experienced by the water supply industry. In response, water utilities are
reexamining their cost allocation and rate design practices. The interest in alternative
ratemaking methods for the water sector is on the rise.

Rising costs, along with structural and regulatory changes in this industry is placing new
demands on utility regulators. However, rising costs should not be taken for granted but
closely scrutinized. Moreover, the water supply industry must be held accountable for
making prudent decisions in response to its changing cost profile. The industry must be
able to fully justify the use of alterative approaches to meeting revenue requirements
(including automatic cost-adjustment mechanisms, pass-throughs, and special surcharges,
as well as cost-allocation and rate~design methods).

Water utility regulators generally are open to the consideration of policy alternatives but
also vigilant about whether these alternatives are within the scope of regulatory authority
and consistent with accepted regulatory principles. Regulators will want to be especially
cautious about affecting the incentives that determine whether utility costs are effectively
managed. Thus, the industry perspective on rising costs and how to address them should
be tempered by a reasoned regulatory perspective.

Economies of Scale i
I

i
|

!
|

Although an arbitrary threshold, water systems serving under 3,300 (or approximately
1,000 service connections) generally lack economies of scale in production and other
aspects of service." As a result, many small water systems are prone to capacity problems
and diiiicult to sustain over time.

|

I

|

Economies of scale in water supply, particularly 'm the areas of source development and
treatment, make it difficult for smaller water utilities to perform as well as larger water
udliNes. Declining unit costs of production indicate .scale economies, as the volume of
water "Produced" (that is, withdrawn and treated) increases, the cost per gallon or cubic . ,
foot decreases. At lower unit costs, production is less costly in the aggregate and more
efficient at the margin.

:

a
|

Very small water systems underperform primarily because they simply are not large enough
to achieve economics of scale. Scale economies in the water sector explain why smaller
utilities tend to hiveless capacity in financial, managerial, and technical terms." Rising

I n
41 U.S.Environmental Protection Agency, AjOrdability of the 1986 SD WA Amendments to Community
Water Systems(Washington, DC: U.S. Environmental Protection Agency, 1993).
48 Janice A. Beecher, G. Richard Dreese, andJames R. Landers.Wability Policies and Assessment
Methods for Water Utilities (Columbus, OH: The National Regulatory Research Institute, 1992).
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costs over the past decade have exacerbated the condition of smaller systems." Capacity-
development problems often are manifested in higher rates for water service.

I

i
I
1
I

Scale economies (or lack thereof), dias become an important determinant of how much
people pay for water service. As a generalization, assuming comparable system
characteristics and cost-based pricing, larger systems should be able to provide service at a
lower price than smaller systems. In reality, of course, many factors other than system size
(such as the quality of source water and treatment methods required) influence ultimate
water costs and prices. But as a generalization, it is widely held that smaller water systems
must charge customers much higher rates for water service comparable to service provided
by larger water systems.

importantly, the economies of scale in water production are associated with thevolume of
water produced (not simply the number of service connections). Even smaller systems .
that are fortunate enough to have one or two large-volume customers will enjoy some
economies of scale. Two utilities can have a comparable level of investment per customer
and cost-of-service for the same number of residential customers, but if one also serves a
large industrial firm and economies of scale are achieved, everyone in that community will
enjoy lower water bills. In other words, whencontrolling for large~volume use, the level
of investment and the cost of service can be quite comparable from system to system. One
of the arguments in favor of single-tariff pricing is that it allows all customers to benefit
from the location of large customers anywhere in the composite service ten'itory.'°

|

i

|

l
|

Some evidence about the effect of utility size on water prices is available. A 1996 survey,
summarized in Table 4, found that median prices decline as system size increases for
different classes of customers served (residential, commercial, and industrial). The
implication is that small-systems customers pay more forroughly the same level of service
as large-system customers. As a consequence, the affordability of water service is a greater
threat for small systems. "Rate shock" is another problem for many smaller systems
because increasing costs must be spread over a smaller customer base.

I
|Il

I
|
|

i

|

i

In some respects, rate consolidation is similar to "aggregation," a tool emerging in the
context of electric industry restructuring. Aggregation is Used to group customers
according to similar characteristics, usage patterns or service requirements. Aggregation
can provide access to services and a degree of purchasing power to disadvantaged
customers. In effect, multi-system utilities are aggregators for the customers in the various
systems they manage. Both aggregation and rate consolidation can promote the broader
goal of universal service.

49 Janice A. Beecher, Patrick C. Mann, and John D. Stanford,Meeting Water Urilizy Revenue
Requirements (Columbus, OH: The National Regulatory Research Institute, 1993).
50 Conversely, large-volume users in the larger service ten'itory might complain that single-tariff pricing
forces them to subsidize customers in outlying areas.

33

41



Customer Class
Group A Systems
Producing>75
MGD (n=34)

Group B Systems
Producing 15 to
75 MGD (n=61)

Group C
Systems

Producing< 15
MGD (n=47)

Median monthly charge for 1,000
cubic feet (7,480 gallons) $13.19 $14.64 $15.61

Median monthly charge for 50,000
cubic feet (374,000 - - ons) $486.82 $530.92 $578.96

Median monthly charge for
1,000,000 cubic feet (7,480,000
- . lions)

$7,926.97 $8,747.06 $10,292.34

I
I
I

I

I
I

I

!
i
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Table 4
Monthly Water Bills by System Size and Customer ClassI

i
I

I

.Residential

Commercial

Industrial

Source: Rallelis Environmental Consulting Group,1996 Water and Wastewater Rate Survey(Charlotte,
NC: RaNelis Environmental Consulting Group, 1996), Exhibit 2.
MGD = million gallons daily. n = number of systems in the sample.

Capacity Development

Federal policymakers and state regulators, including both drinking water primacy agencies
and public utility commissions, have long been concerned about how to check the
emergence of new nonviable water systems, how to improve the performance capacity of
existing systems, and how to maintain safe and affordable water service." The 1986 Safe
Drinldng Water Act triggered substantial attention to small-system issues and the problem
of keeping rates affordable in light of the newly enacted standards.

!

Regulators continue to seek out ways to balance the equally legitimate fiscal concerns of
water utilities (that is, financial capacity) and utility customers (that is, affordability). The
1996 Safe Drinking Water Act codified capacity-development policies for new and existing
water systems .and elevated the capacity-affordability conundrum to a higher place on the
policy agenda.

1
!
I
E
E
I

I

1

Capacity in this context is defined in terms of a utility's financial, managerial, and technical
well being. Financial capacity carries particular importance because a financially healthy
utility will have the resources needed for professional management and technically
appropriate operations. Many (but not all) small water systems struggle wide significant
capacity problems. These problems are manifested by the small water utility's poor
performance in many areas, including regulatory compliance.

ex Beecher, Dreese, and Landers (1992).
i
I

|
|
I
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Traditionally, both economic and public health regulators have been very focused on small-
system capacity issues. Policymakers have paid considerable attention to smaller water
systems and the tradeoffs between ensuring a financially healthy system and maintaining
affordable rates for safe and reliable water service. One manifestation of capacity problems
is noncompliance with drinking water standards. For small systems, these violations often
include failure to meet monitoring and reporting requirements. Small systems also have
difficulty complying with public utility commission regulations. For very small systems,
meeting the procedural mandates of economic regulation (such as rate filing requirements)
can be difficult.

Smal] water systems have long troubled state economic regulators. Many (but certainly
not all) of the commission-regulated water systems are small in size, which poses certain
public policy problems. Particularly problematic are the very small systems that were the
product of unchecked real estate development and lax local zoning policies. Many of these
systems are geographically isolated, which often precludes interconnection with another
system. Lacing economies of scale, smaller water systems typically must charge a much
higher rate for service than larger systems. Higher rates make water service less affordable
for customers of smaller water systems.

As a utility monopoly, water supply demonstrates substantial economies of scale. Larger
water systems enjoy these economies, meaning that they can spread certain costs over a
larger customer base. Lower production costs are reflected in lower prices to customers.
Smaller systems must recover revenue requirements over a smaller customer base. 111
general, smaller systems are more likely to encounter capacity and affordability problems.

s

|

Consumer Affordability

I

Economic theory argues strongly for cost-based utility rates, that is, rates based on the true
cost of providing a service. An efficient (cost~based) rate should sustain the water system,
however, if the rate is unaffordable to the service population and customers cease to pay
for and/or receive the service, the water system itself may cease to exist. This solution may
achieve a degree of economic efficiency, whilesacriiicing Other damental public healdi,
safety, and quality-of-life purposes.

For many water customers, the affordability of water service is a growing problem. The
problem of aHorMbiliw affects customers in terms of increased arrearages, late payments,
disconnection notices, and actual service terminations. Affordability affects utilities in
terms of expenses associated with credit, collection, and disconnection activities, revenue
stability and working capital needs, and bad debt or uncollectible accounts that other
customers must cover.

z

Odder ramifications of die affordability issue also are becoming apparent. If a customer
base cannot support the cost of water service, potential lenders may be concerned about
the utility's financial health and ability to meet debt obligations. Moreover, disconnecting
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residential water customers can present a public relations nightmare for utilities,
particularly because essential services are involved. Increasingly, problems of bad debt also
extend to nonresidential utility customers. Financial distress and bankruptcies in the
commercial and industrial sectors can leave utilities holding the bag. However, the larger
issue of affordability is primarily a concern with respect to low-income residential
consumers.

I For low-income customers, who have little choice but to buy service from the local utility,
paying more for basic water service means going without less essential and more
discretionary products and services. Thus, rising water prices can contribute to
deterioration in the quality of life for low-'mcome utility customers. While larger systems
can spread die cost of providing assistance to low-income customers, a small system with
an impoverished customer base has no opportunities for even limited subsidization.
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6. Examples of Single-Tariff Pricing

A11 utility pricing involves some form ofaveraging. Utility systems do not establish a rate
for Customer A based on the cost of serving Customer A, a rate for Customer B based on
serving Customer B, and so on. Doing so might be considered efficient and equitable, but
it also would be extraordinarily costly from an administrative standpoint (that is, the
transaction costs would be astronomical), Instead, utility systems tend to group customers
into customer classes.-residential, commercial, and industrial-based on similarities in the
cost of serving customers. in those categories. Occasionally, a Unique customer (often a
large-volume customer, such Asa food-processing plant) might be able to negotiate a
special rate based on unique cost-of-service characteristics, but most customers pay a rate
based on cost averaging.

Basic Single-Tariff Pricing

Single-tariff pricing basically is the conceptual "opposite" of zonal or spatially
diiferendated pricing. Single-tariff pricing suggests that ratemakers should De-emphasize
spatial differences in costs, costs are aggregated rather than disaggregated. One of the
chief advantages of single-tariff pricing, from the utility's standpoint, is simplification.
Single-tariff pricing does not negate the need to determine the revenue requirement and to
allocate the revenue requirement among customer classes. It may still be necessary for the
utility to maintain cost data for separate facilities and services in accordance with accepted
accounting practices and regulatory reporting standards. Once revenue requirements are
established however, theallocation process is greatly simplified because it is unnecessary
to spatially allocate common costs (that is, costs that are not site-specific). Total costs
simply are spread over the consolidated customer base and only one rate is designed for
each class of customers or service.

A sample calculation of a single-tarii3` price is provided in Table 5. 111 this very simple
illustration, the cost of service and total water sales are varied for three separate service
territories (A, B, and C). A relatively modest amount of water usage (5,000 gallons per
month or 60,000 gallons perYear) is assumed. The number of residential connections and
the annual cost of service are varied to reflect differences in costs and economies of scale.
For simplicity, only residential customers are considered.

Service Territory A is in the most favorable position, in terms of economies of scale
(number of customers and sales volume), Service Territory C is in the least favorable
position, which accounts for the higher costs per connection and per sales. A stand-alone
tariff results in a cost of sem'ce equivalent to $1.94, $2.08, and $2.78 per 1,000 gallons of
water service in the three respective service territories. The transition to single-tariff
pricing would result in a rate of $2.11 per 1,000 gallons for all customers in all three
service territories.

37

i
|



Service Tenito A +17 cents +8.8%
Service Tenito B +3 cents +1.4%
SeMce Territ~ C -67 cents -24. 1%

USEPA - NARUC Consolidated Water Rates

The illustration reveals the resulting shit in cost responsibility from the customers in the
larger Service Territory A to the smaller Service Territory C. However, the decrease in
rates to customers in Service Territory C of 67 cents per 1,000 gallons (24.1%) is offset

|
|

|

|

1

Table 5
S a m p l e  C a l c u l a t i o n  o f  S i n g l e - T a r i f f  P r i c i n g

Service Territory A

Total residential connections
Total annual water use per connection
Total annual water sales (gallons)
Total annual cost of service
Annual cost per connection
Cost per 1,000 gallons sold

I
I
I
I
I
|

6,000
60,000

360,000,000
700,000
$116.67

$1.94

I
I
I
|
I
I

2,000
60,000

120,000,000
250,000
$125.00

$2.08

Service Territory B

Total residential connections
Total annual water use per connection
Total annual water sales (gallons)
Total annual cost of service
Annual cost per connection
Cost per 1,000 gallons sold
Service Territory C .

Total residential connections
Total annual water use per connection
Total annual water saLes (gallons)
Total annual cost of service
Annual cost per connection
Cost per 1,000 gallons sold
Combined Service Territory

I
|
I
I
I
I

1,500
60,ooo

90,000,000
250,000
$166.67

$2.78

Total residential connections
Total annual water use per connection
Total annual water Salas (gallons)
Total annual cost of service
Annual cost per connection
Cost Per 1,000 gallons sold

I
i
1

Rate Impact of Single Tariff
Per 1,000
Gallons

9,500
60,000

570,000,000
1 ,200,000

$126.32
$2. 11

Percentage
Change

I
i

i

i

!
i

I

1
I
I

Source: Author's construct. For simplicity, only residential customers are considered and a price-
elasticity adjustment (that is, a usage response to the change in price) is not included in the illustration.
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primarily by the relatively smaller increase in rates to customers in Service Territory A of
17 cents per 1,000 gallons (8.8%). The larger number of customers in Service Territory A
lessens the impact of the rate adjustment on a per customer basis. Customers in Service
Territory B are least affected, experiencing an increase of 3 cents per 1,000 gallons (1.4%)
in rates. The lower cost-of-service in Service Temltory B (relative to the number of
connections served) in Comparison to Service Territory C accounts for the difference in the
rate impact.

i
!

|

In practice, rate design for public utilities is far more complex." (See Appendix C.)
Utilities must analyze the cost of service, including the cost of capital, and determine
revenue requirements for the period over which rates will be set (the "test yea;r"). A
Utility's costs will be allocated according to customer groups (or classes) and the demand
characteristics of those groups. Typically, residential customers are distinguished from
nonresidential customers, the latter of which are further divided into commercial and
industrial classes.

Variations of Single-Tariff Pricing

Utility tariffs, or rate structures, actually have various components. These components
make it possible for utilities to approach single-tariff pricing in different ways depending on
system cost characteristics and the nature of the current rate structure. Table 6 illustrates
three variations. In the first, uniformity is established only for the Fixed charge portion of
the utility bill. In the second variation, fixed charges vary and uniformity is established for
the variable portion of the utility bill. The third variation is the more complete example of
single-tariff pricing, where both fixed and variable charges are made uniform.

These variations can be used to phase-in single-taritfpzicing over time, as illustrated in
Table 7. A phase-in plan reflects the principle of gradualism in ratemaddng. A siginiiticant
change in rate levels or rate design can be implemented in phases, rather than at once, in
order to reduce rate shock to customers and revenue instability to the utility. In this
example, the utility 'first consolidates fixed charges and gradually consolidates the variable
rate. Many utilities have used a phased approach to implementing single-tariff pricing, with
the encouragement and approval of regulators.

i

|
I
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At least three other variations of single-tariff pricing can be identified. First the utility can
retain current rate differentials and equalize future rate increases. This addresses the rate
shock issue while maintaining rate differences based on historical differences in costs.
Second, the utility can use rate "bands" to establish tariffs for groups of systems with
similar cost characteristics. Third, the utility can combine rate equalization with the
strategic use of short-term or mid-term surcharges to pay for extraordinary costs
associated wide blending the operations of multiple systems. Each of these methods has
been implemented on at least one occasion.

so Beecher and Mann (1990).
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Before Implementation After Implementation
Fixed

Charge
Variable

Rate
Fixed

Charge
Variable

Rate

Service Territory A $6.00 per
month

$1.95 per
1,000 gallons

1* .
f$7.50

per month
$1.95 per

1,000 gallons

Service Territory B $9.00 per
month

$2.15 per
1,000 gallons

$7.50 per
month

$2.15 per
1,000 gallons

Service Territory A $6.00 per
month

e 541.95 per
" r 1,000 gauoné

4e

$6.00 per
month

4-&
_ r

»,
~4

~4 * $2.05 Rer'
1,000 gallons

I ."4_ r .

Service Territory B $9.00 per
month

» 15*1-

.,$2.15 Per

1,000 gallons
. J

w r ,

- '4 *

*

.9
4

'a

u 1

$9.00 per
month

A z °~
i _ i ~*"

§2.05 per

¢1,Q00 g ì116ns

Service Territory A $6.00 per
month

$1,95, PQ!

1,000 gadléris

$7.50 per
month

1

$2.05 per
1,000 gallons

Service Territory B $9.00 per
month

,\ .

$215 per
1,000 gallons

$7.50 per
month

$2.03 per
1,000 gallons

USEPA .. NARUC Consolidated Water Rates

Because of rising costs, and the need for rate customers to gradually become accustomed
to higher rates, it may not be desirable to lower rates at all for any customer group.
Rather, it may be advisable to "cap" higher rates in the higher-cost areas and gradually
increase rates in the lower cost areas. Although customers should be educated about
changes in the rate structure, a phased approach and a price-cap approach might help
mitigate complaints about cost shifting.

Table 6 .
Pricing Variations for Fixed and
V a r i a b l e  W a t e r  C h a r g e s

Variation 1:
Change to Single Fixed Charge Only'

Variation 2:
Change to Single Variable Rate Only

Variation 3:
Change to Single Tariff for Fixed Charges and Variable Rates

Source: Author's construct.
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Before Implementation After Implementation
Fixed

Cha ~e
Variable

Rate IFixed
Charge

Variable
Rate

Service Territory A $6.00 Per.

month

$1.95 per
1,000 gallons
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month
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month

$7.50 per
month
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USEPA .- NARUC Consolidated Water Rates

Table 7
Phase-In Approach to Single-Tariff Pricing

Phase 1 :
Change to Single Fixed Charge

Phase 2: .
Adiust Variable Rates

Phase 3:
Equalize Variable Rates

Source: Author's construct.

Two Recent Cases

In 1997,. the Indiana Utility Regulatory Commission approved a hard-won plan by the

Indiana-American Water Company to consolidate rates. Figure 6 illustrates the difference
in revenue requirements per equivalent residential customer for stand-alone pricing,
common-management pricing, and single-tariff pricing." Stand-alone pricing reflects the
costs that a commonly owned or managed water system would incur if it replicated the
same services and functions on a basis completely independent of the parent utility and
other systems. Common-rnanagernent pricing reflects costs that are incurred on the basis
of the joint operation of multiple systems. Costs under common management, given
management economies of scale and scope, should be less for the utility than the sum of
stand-alone costs for all of the operated systems.

so In this illustration of single-tariffpricing, the use of equivalent customers produces a comparable but not
identical level of revenues per customer across all service territories because of differences in water usage.
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For each community served, the economies of scale and scope achieved by common
management are obvious. Left to their own devices, none of the communities could
replicate the same level of service at the same cost In other words, each colnmunity's true
stand-alone cost would be much higher than their share of costs under consolidated
operations. These cost savings are achieved independent of the pricing structure.

i
i
|

:

I
I

|
|

The additional benefits of single-tariff pricing are whirly obvious. The smaller, very high
cost systems at the low end of the spectrum clearly have much to gain through rate
consolidation. Both common-management and consolidated rates are a fiction of what
the system would pay on a stand-alone basis. The impact of the single-tariifprice on
customers at the middle and higher end of the spectrum is not necessarily substantial.

The rate stabilizing effect of single-tariiTIpricing is illustrated by the revenue requirements
forecast for the same group of utilities (Figure 7). Over time, the single-tariffprovides
considerable rate (and revenue) stability and, once again, the benefits for the smaller
systems are clear. In this particular case, substantial rate hikes associated with planned
capital improvements for four systems can be mitigated. The timing of capital expenditures
will play a role in determining perceptions about the benefits of single-tariB` pricing to
individual communities. The obvious affordability benefits to small systems, as well as the
general "smoothing" effect on revenue requirements, are among the leading rationales for
single-tariff pricing .

|

iSimilar results were achieved in another recent case involving a New Hampshire utility,
Pennichuck Water Works, Inc. Without rate consolidation, some water customers would
face annual water bills as high as $1,200, as illustrated in Figure 8. In its decision, the New
Hampshire commission directly addressed subsidy and affordability issues, as well as the
anticipated benefits of adopting the single

?
I

We do not believe it would be in the public interest to impose annual rates in the
range of $800 to $l200, as would be the case here, when a reasonable alternative is
available. By consolidating the corrnnunity systems with the core system for
ratemaldng purposes, all customers would face a uniform tariff which, for the
average residential customer, would be approximately $253 per Year. The rates for
the average residential customer in the core system would increase less than $1 .00
per month, for a total of $8 per year,under the rate consolidation proposal which,
in light of the alternative, we and to be acceptable. We consider a single tariff rate
of approximately $253 per year for the core residential customer to be just and
reasonable. A consolidated rate will ensure affordability and the continued viability
of many of Pennichuck's .community systems. It will also enable Pennichuck to
operate in a more administratively efficient manner by eliminating separate general
ledgers for each system, thereby reducing administrative costs."

so New Hampshire Public Utilities Commission, Order in Docket DR 97-058, Pennichuck Water Works,
Inc. (1998) \
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Single-Tariff Pricing in Great Britain

|

I

I
1
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Great Britain provides a "real life" example of die use of single-tariffpricing on a very
large scale. In 1989, Great Britain's ten large regional water, wastewater, and stormwater
service providers (shown in Figure 9) were transformed from nationalized to investor-
owned utilities. Since privatization, the tariffs established formeasured(metered) service
within each of the regional systems have been uniform. In other words, single-tariffpricing
is implemented along with metering. Each of the water utilities provides a metering option,
although a large proportion of British households is not metered. Forunmeasuredsemlce,
standing charges are uniform. However, variable charges are based not on water volumes
but on the "rateable" value of properties served. These charges vary according to
geographic zones for the Seven Trent and Thames water utilities, but not for the other
utilities.

|

Tariffs for residential water service for 1995-1996 are reported in Table 8. Metered rates
for large users are comprised of standing(ired) charges that vary by meter size, plus a
volumetric charge. Standing and volumetric charges are uniform for large-volume
customers throughout the company service territories.

In addition to the larger privatized utilities, another twenty-one water service companies
also serve somewhat smaller service territories in Great Britain, although in terms of
population served almost all seem quite substantial in size when compared to many U.S.
water systems. For die most part, these companies also employ single-tariifpricing. All of
the twenty-one companies use a uniform standing (or fixed) charge, four have different
volumetric rates for different geographic areas served."

i
II

I
I

I
|

I

9
I
I

v

I

1

as For one of these companies (Three Valleys), two of three areas have comparable metered rates,
suggesting a gradual move toward uniform pricing. A fifth water company (North East) adopted single-
tariff pricing in the l993~94 rate period for its two areas (each of which also is subdivided).

i
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7. The Public Utility Commission RoleI
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Regulation of the water industry, like the water industry itself is fragmented and
pluralistic. All community water systems, regardless of their ownership, are subject to
federal and state drinking water regulations pursuant to the federal Safe Drinldng Water
Act. Drinking water standards focus on public health concerns. Water systems in many
states also are subject to water quantity regulations, meaning that water withdrawals are
regulated through registration or permitting mechanisms. Economic regulation of water
utility prices and rates of return is the domain of the state public utility commissions. The
commissions play a quasi-administrative, quasi-legislative, and quasi-judicial role in terms
of overseeing the utility industries.

Although their jurisdiction for the water industry is not comprehensive, and generally
applies only to investor-owned water systems, the state public utility commissions have
specific authority and expertise in the area of pricing. Moreover, many commission-
regulated systems are small in size. Thus, pricing practices in general, and commission
policies in particular, are worth considering when crafting solutions for small systems.

Forty-tive commissions presently have authority to regulate investor-owned water utilities.
In some of the states, commission regulation extends to other types. of water utilities under
certain circumstances. For example, some states regulate municipal water utilities if they
provide service outside ofmunicipal boundaries. In Florida, counties can opt to regulate
water systems, in Indiana, municipal water utilities can opt to be regulated. In terms of
commission jurisdiction and authority, many variations among the states can be found.

Not all water utilities are subject to commission regulation. Most water utilities in the
United States are publicly owned and not subject to state economic regulation. The state
public utility commissions do not regulate water utilities in Georgia, Michigan, Minnesota,
North Dakota, South Dakota, or Washington, D.C. I

|
Number of Regulated Utilities

Periodic surveys have been conducted for the purpose of counting the number of regulated
water and wastewater systems. As noted earlier, for 1995 the total number of commission-
regulated water utilities in the United States was approximately 8,537.56 Approximately
4,095 regulated water utilities are classified as investor-owned water utilities." Table 9
summarizes the 1995 inventory of commission-regulated water and wastewater utilities.

56 Beecher (1995). "
av These data include 15 investor-owned utilities and 3 homeowners' associations that no longer are
regulated in Michigan.
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Utility Cwnership

Water Utilities Wastewater Utilities

Number of

Commissions

Number of
Utilities

Number of .
Commissions

Number of
Utilities

Investor-owned or private 46 4,095 28 1,233
Municipally-owned 11 1,547 6 649
Districts 7 1,300 4 205
Cooperatives 4 1,436 2 50
Homeowners' associations 6 85 1 0
Nonprofits 1 73 1 15

Other 1 1 0 0
Totals 46 8,537 28 2,152

I'll l

USEPA - NARUC Consolidated Water Rates

Commission-Regulated W ater and W astewater Ut i l i t ies

Source: Janice A. Beecher,1995Inventory ofCommz1ssion-Regulated Wafer and Wastewater Utilities
(Indianapolis, IN: Center for Urban Policy and the Environment, 1995). Includes data for Michigan,
which ceased regulating 18 systems in 1996.

Leading states in terms of the number ofregulated water utilities are Texas (3,300),
Mississippi (740), Wisconsin (573), West Virginia (421), Arizona (354), and New York
(354). For investor-owned water utilities, leading state jurisdictions are Texas (l,200),
Arizona (354), New York (334), North Carolina (226), Florida (210), California (199), and
Pennsylvania (190).

Between the 1989 and 1995 surveys, the number of regulated investor-owned utilities
declined by 445 utilities (10 percent); the total number of regulated utilities declined by
1,398 utilities (14 percent).

States in which the number of regulated water utilities (including investor-owned utilities)
declined by a substantial amount include Arizona, Connecticut, Indiana, New York, North
Carolina, Pennsylvania, and Texas. Commission sources suggest that mergers and
acquisitions were the leading cause of the decline. Systems rarely cease operations
altogether. However, transfers to unregulated ownership forms and changes in commission
jurisdiction also can contribute to the decline iii the number of regulated utilities. A few
states, including Mississippi and Oregon, had substantial increases in the number of utilities
under their jurisdiction. Nebraska's gain is noteworthy because jurisdiction for the water
industry was initiated in 1994.

I

;

The decline in the number of regulated utilities is consistent with an anticipated trend in
industry consolidation. Mergers and acquisitions within both the public and private
segments of the industry will gradually reduce the number of regulated utilities. However,
the population served by regulated utilities will not necessarily decline as a result of
reductions in the total number of regulated utilities.
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Despite the decline in the number of regulated water utilities, water utility regulation
continues to rise in importance on the agendas of many state commissions." Economic
regulation of water utilities is important given monopoly power, rising costs, structural
change, and a degree of uncertainty about the industry's fixture.

Capacity-Development Policies

The commissions, which are well aware of the precarious condition of many small water
systems, can and have addressed capacity development through three basic strategies. The
first strategy involves slowing the creation of new water systems. State regulations can
create substantial banters to entry for new water systems. Many of the state commissions,
as well as the state drinldng water agencies, are tightening the certification process and
more carefully scrutinizing the financial, managerial, and technical competencies of
proposed new systems.

The second strategy involves procedtual simplification for small water systems to lower the
administrative cost of regulation and enhance regulatory compliance. This strategy
includes simplifying filing and reporting procedures. In some cases, commission staff
members directly assist managers of small water utilities in meeting procedural
requirements. Some of the commissions have used alternative regulatory methods, such as
operating ratios, to er simplify the process and address the unique needs of small
systems. Regulatory simplification treats one of the primary symptoms of small-system
capacity problems (that is, regulatory compliance), but it does not necessarily treat the
underlying capacity problem (that is, lacing economies of scale).

The third strategy involves structural change in the water supply industry. As noted in a
report of the National Regulatory Research Institute, the least-cost solution to regulatory
compliance and other problems for many systems can be found only through structural
change, namely consolidation." The downward trend in the number of water systems
suggests that ownership consolidation may be occurring in the industry. Consolidated
systems may .or may not be physically interconnected. While physical interconnection
yields significant economies of scale, common management of no interconnected systems
directly addresses financial, managerial, and technical capacity issues and can yield
significant economies.

I

I

.
I

I
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Many of the commissions have played an active role in this area by encouraging and
approving mergers and acquisitions. Some of the commissions provide specific incentives,
such as acquisition adjustments. Certain ratemaldng practices, including single-tariff
pricing, also can provide incentives for acquisitions and, perhaps, the formation of regional
water systems. Larger systems interested in acquiring smaller systems tend to favor rate
consolidation (sometimes with surcharges).

is In the late 1990s, however, water issues must compete for the attention of regulators with major
restructuring issues in the energy and telecommunications sectors.
a Beecher, Dreese, and Landers (1992).
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In general, modern public policies affecting the water-supply industry, including regulatory
policies, appear to support the consideration of structural options (including consolidation)
that will help water systems achieve economies of scale. The emphasis on water system
capacity at the federal, state and local levels will make it harder for providers to get
operating certificates, water-supply permits, and special financing. Explicitly or implicitly,
growth management policies in some states are calling for consolidation of water supply
through interconnection with existing systems. Public policy also appears to emphasize the
importance of establishing and maintaining water systems for which the population served
can support the cost of water service. Thus, institutional factors also are playing a role in
reducing the number of water systems.

!
|

|

r

|

I
51



USEPA - NARUC Consolidated Water Rates

8. Commission Survey

State public utility staff members at all of the state public utility commissions with
jurisdiction for water utilities (that is, forty-five state commissions), were surveyed about
the issue of single~tariff pricing in early 1996. This research was conducted by Dr. Janice
Beecher on behalf of the Florida Public Service Commission. The survey was first sent by
teleflex in January and follow-up telephone calls were made in late January and early
February to ensure the completeness and accuracy of the survey. The commission staff
members who completed the survey are knowledgeable about water utility regulation and
competent to complete this particular questionnaire. A copy of the survey questionnaire is
attached as Appendix D. Detailed findings can be found in Appendix E.

Additional follow-up contacts were made in 1997 and 1998 to update findings on specific
cases that were pending at the time of the original survey, as well as to check for any major
shifts in regulatory policy. Although no significant changes were detected, updated
information is noted diroughout the findings. .

Relevance of Single-Tariff Pricing

i
1

Single-tariif pricing for water utilities is not necessarily a policy issue for every state public
utility commission. Jurisdiction for water utilities and the presence of multi-system utilities
are necessary but not sufficient conditions for consolidated rates to be an issue for a given
commission. Single-tanlff pricing does not become an issue until a utility or the
commission initiates the use of this method. Utilities with systems that are viable on a
stand-alone basis, by virtue of size and other factors, may not need or want single-tariff
pricing. Even when considered or implemented, single-tariff pricing may not be considered
"an issue" if it is noncontroversial.

3
I
!
|

The consideration of single-tariff pricing policy can benefit from the perspective provided
in Table 10. The relevant sample for considering commission policy with regard to single-
tariffpricing is comprised not of all fifty-one public utility commissions (including the
District of Columbia). It is more accurate and reasonable to evaluate commission policies
with regard to this issue in the context of the twenty-tive commissions where multi-system
water utilities operate and where the issue has been considered (including the states where
single-tariff pricing had been rejected or considered but not approved). Given this context,
a clear majority of affected state commissions have allowed regulated water utilities to
implement single-tariffpricing (22 state commissions).

Of the remainder, the California commission has allowed partial rate consolidation. For
two commissions (Maryland and Mississippi), single-tariff pricing had not been an issue but
staff characterized commission policy as "case-by-case." It also is noteworthy that in one
of the state's approving a single-tariffpricing structure (Idaho), die matter was "not an
issue when proposed." No regulatory commission has steadfastly opposed single-tariff
pricing, although many continue to review the merits on case-by-case basis.
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TABLE 10
RELEVANT SAMPLE OF STATE PUBLIC UTILITY COMMISSIONS
REGARDING THE ISSUE OF SINGLE-TARIFF PRICING POLICY

I

All state public utility commissions:
Commissions without jurisdiction for water utilities:
Subtotal

51
~6
45

Commissions without multi-systemn water utilities:
Subtotal

-15
30

Commissions for which single-tariffpricing has never been considered:
Toma I

-5
25

Source: Author's construct. Includes reclassification of.Delaware as having a multi-system utility based on
a 1999 survey. The total number of commissions includes the District of Columbia.

Pending cases at the time of the original survey in Massachusetts and New Jersey were
decided in favor of single-tariffpricing. Soon after, in two significant cases, the Indiana .
and New Hampshire commissions approved rate consolidation proposals (in 1997 and
1998 respectively). Since the original survey, the Delaware commission approved single-
tariff pricing in conjunction with an acquisition that created the state's only multi-system
utility (as reflected in Table 10 and elsewhere).

General Findings

The detailed results of the original survey are reported 'm Appendix E (Tables El through
E4). The data are reasonably complete for all fifty-one public utility commissions
(including the District of Colmnbia commission). Detailed data on specific utilities are
incomplete firm a few states because of the difficulty in compiling these data.

As noted in the tables, six public utility commissions do not have jurisdiction for water
utilities ("NJ"). In sixteen (16) of the states with jurisdiction for water utilities, staff had
observed that no multi-system water utilities were in operation (including Delaware at the
time of the original survey). This finding also was established 'm the 1995 Inventory
Report, which was used to supplement this survey. For the remainder of the survey,
responses for these sixteen states were recorded as "NA," or "not applicable."

Thirty (30) state commissions regulate multi-system water utilities, where single-tariff
pricing is a potential issue. Of the 1iiirty (30) commissions with multi-system water
utilities, twenty-two (22) have approved single-tariifpricing for one or more utilities,
including partial consolidation. California regulators have allowed partial consolidation
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subject to further deliberations. Seven commissions (7) have not directly addressed this
issue. As already noted, these findings have been revised since the original survey to
update the findings for five states (Delaware, Indiana, Massachusetts, New Hampshire, and
New Jersey) where pending and recent cases have been decided in favor of single-tariff
pricing (in Massachusetts, partial consolidation already had occurred).

Of the twelve (12) commissions that had not approved single-tariffpnlcing at the time of
the original survey, three explanations were provided: single-tariffpricing had not been an
issue (7 commissions), a proposal for single-tariffpricing was rejected (1 commission), and
single-tariff pricing had been considered but not specifically approved (4 commissions).
The Indiana commission reportedly rejected single-tariffpriciog because of cost-of-service
concerns. No commission stay member reported that a statute or policy expressly
prohibited single-tariif pricing. However, the Florida survey response indicated that
legislation had been proposed to limit the use of rate consolidation to interconnected
systems, the legislation was not adopted.

Specific Findings

Data were provided for 213 multi-system utilities, of which 129 had implemented a full
version of single-tariff pricing and 20 had implemented partial rate consolidation (that is,
single-tariff pricing for all but a few systems or single-tariff pricing for groups of systems
within the utility but not for the utility as a whole). Partial rate consolidation in some cases
is used to phase-in the single tariff The survey does not include the multi-system utilities
in Texas (estimated at 200 to 300 utilities) or all of the multi-system utilities in Florida
(estimated at 60 to 70 utilities) because these data were not readily available. Other states
also may have some additional mild-system utilities for which data were not reported. The
survey also excludes publicly owned water utilities, with the exception of West Virginia for
which data were available for commission-regulated public service districts.

t
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Several states have jurisdiction for only one multi-system water utility. States with more
than ten multi-system utilities are Connecticut, Florida, Louisiana, NOrth Carolina, Texas,
Washington, and West Virginia. Of these states, only Louisiana has not approved single-
tariif pricing.

|

|
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Based on the available data Hom the original survey, the number of systems managed by
the multi-system utilities ranges from 2 to 201. The average number of systems reported is
11, the median number of systems was 4. The number of connections for the smallest
system ranged from 2 to 30,000 with a mean value of 751 and a median value of 30 (based
on data for 115 systems). The number of connections for the largest system ranged from
18 to 329,000, with a mean value of 11,615 and median value of 257 (based on data for
115 utilities). The earliest date reported for adopting single-tariHIpricing was 1958, the
most recent date was 1995 (disregarding the pending or subsequent cases). The average
and median time frame for adopting single-tariffpricing was the early 1980s.

I
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At the time of the survey, rate consolidation had been partially implemented for several
utilities. In some cases, all but a few systems had been placed under a single tariff, in other
cases, the single tariff was being phased-in gradually over time. Ody one commission
reported that monitoring and evaluation of single-tariff pricing had occurred in the form of
reexamining past rate cases (West Virginia).

Characteristics of Single-Tariff Utilities

I
i

Single-tariff utilities appear to have some distinguishing features in comparison to multi-
system utilities that do not use single-tariff pricing. Data were provided for 213 utilities, of
which 129 implemented single-tariff pricing or partial rate consolidation. Data on the.
approximate number of systems were provided for 203 utilities (149 single-tariff utilities
and 54 multi-system utilities without single-tariff pricing). Data on the smallest and largest
systems in terms of service connections were available for 115 utilities (81 single-tariff
utilities and 34 multi-system utilities without single-tariff pricing). All available data were
used to preserve as much information as possible for the analysis. For data reported as a
range of values, an average was used (for example, "8 to 9" was replaced with 8.5). For
data reported as "<5," a value of 4.5 was used.

The sample is incomplete and nonrandom, so findings based on the available data are not
generalizable. Substantial missing data will affect the results of any analysis. However, the
data represent a sizable portion of the multi-system utilities regulated by the state
commissions. Also, many states reported a mixture of systems with and without single-
tariff pricing. Certain observations can be drawn from the data that should lead to further
consideration and analysis.

As reported 'm Table 11 (and Table E2), single-tariif systems and multi-system utilities
appear to differ in terms of the number of systems that comprise them, smallest
connections, and largest connections. For single-tariff systems, the median number of
systems was 5 (average value of 13), for multi-system utilities without single-tariff pricing
the median number of systems was 4 (average value of 6). The connection data reveal
more striking patterns. Along every measurement (except for the minimum of 2
connections for the smallest systems for both utility types), single-tariff utilities appear to
be much smaller in terms of both smallest and largest systems based on connections.

i
l
I

!
I

g
:
I

This finding is very consistent with the perception that single-tariffpricing is most needed,
and perhaps most justified, when numerous very small water systems are involved. These
data may indicate that commission approval of single-tariff pricing takes into account these
basic descriptive characteristics. This is not to suggest, however, that single-tariff pricing
only has been (or should be) approved for utilities made up of very small systems. 111 fact,
some of the more recent decisions affirming single-tariff pricing have involved utilities with
systems that are fairly substantial in size.

I

I
55

|

I



/ m

+-» o
1 1

Eu =
am 8
* =
8 g
E U
w e

4 -
o

I -
ea

. o

3 m

z §ea

*a 8
.E m

>4
¢
| -

g
<1

o

z :E T

o,,,»-c

. ' 3 " 3
3'=Dz no

o

E T
u p
8 8
* s
w e
GO
»-18

|* oa.>> an<: N

i
1-4
4 :

A
F' l l
4-4

_
~n

Q
v s

<1-
N
°a
In
N

i s Q
ON
N
m

<=;
cm

Q
O \
N
m

r:.-L 5

8_8
co
v-4

o f
¢--I

\D
N

r:as
-cD
2

m
o
N

N
o f

.Lu o
> 80
<2 N

v-4

1\
N
Nv-4

1- 4

In
n .

<2
¢~'*»

Q

<4
N

° .

s-a
E E

N ('*l N

8.
'3E

W am <1'

3°
L
3

<1

9- 1
m
v-4

xo

EE
2 8

1-1 v-4 N
m

:*§£9
N N N

I

vs
a

8

Q,
am
-4
v-4

u-1
of

<rm

>e vo

2 E
l=~*v1
Q. >~.

< cm

moN
cm
q-
v-4

<1-
U3

.8
'UD
E

\
vs
N

m
ox VS

n.
v-4

I
I

O\
m
m
pp
D

5
'->

iI
>;
m

o

3 3
.E z
gom m
o Q
S.:
:sU'
D
m.Q5
m

in
8
es
| -
- o
8
¢c

' c

o
vo
c
o
o

- 3 L.

8 »w

n
in

vo
' ft

E
CE

8%
>»z

1:3
3 8

5 8
"so
82g
5.9
'8 E
.so

|

I

m

v i
°~1s
voa.>Q
as
o
I-u

8

I

I

I

:

I

"oz
m
D

IE.o._.
»~8
:s

s3 2
Ho

cm
as

m
2a
DO
a
3
3 0>

Q.)

-4¢¢
vo
0
a:
8
D 3 9 Q.) . no

'a
as 6 on90.3

:s

'o
8
m
-g:...o
m=o
O

8
Dan
8:9
>»D-1

w
E ;
£4
=;». 2 - -

88
<9
.83

"a
...='l'§
...Q--5
3 ° - ~av*

0-a
- 5

a s

2 4-
-- >.< u:

6 . 8 8
8

3 . 2 6 :

2 5 4 8
:S s:

E T0 2
*a*=a::$ 3

m-8. [-.

2 5 . s . -
V362

8
a

. . :  6
go 944

o 'o
8
4° 9.

83 as
3  8
O

w
0
3

3
3
<m
ET
D



USEPA - NARUC Consolidated Water Rates

INSERT PAGE 56

»

I

3
4

56



USEPA - NARUC Consolidated Water Rates

Arguments in Favor of Single-Tariff Pricing

! In the course of the survey, regulatory commission staff members were asked to consider
key arguments for and against the adoption of single-tariff pricing. Various reasons for
commission approval of rate consolidation were provided in the survey. Table El provides
the primary reasons for approval. Cost savings were frequently mentioned. As reported in
Table ET, commission staifmembers also were asked to identify the arguments that
influenced their commissions' deliberations or policies regarding rate consolidation.

These data reflect only staffmember views, not necessarily the views or policies of the
commissions. Twenty-one (21) commission staff members responded to this portion of the
survey. The data exclude thirty commissions where, at the time of the survey, single-tanlff
pricing had not been an issue and staff views were not elicited. so Staff could cite more
than one argument and no weighting or ranking of arguments was required. In decreasing
order of mentions (indicated in parentheses), commission staff indicated agreement with
the following arguments in favor of single-tariff pricing:

cl Mitigates rate shock to utility customers (17)
D Lowers administrative costs to the utilities (16)
D Provides incentives for utility regionalization and consolidation (15)
I:1 Physical interconnection is not considered a prerequisite (13)
U Addresses small-system viability issues (13)
D Improves service affordability for customers (12)
D Provides ratemaldng treatment similar to that for other utilities (10)
cl Facilitates compliance with drinldng water standards (9)
D Overall benefits outweigh overall costs (9)
1:1 Promotes universal service for utility customers (8)
l:1 Lowers administrative cost to the commission (8)
Dy Promotes ratepayer equity on a regional basis (6)
D Encourages investment in the water supply infrastructure (5)
o Promotes regional economic development (3)
cl Encourages further private involvement in the water sector (2)
D Other: Can be consistent wide cost-of-service principles (1) and found to be in

the public interest (1)

Staff members also noted that single-tariff pricing could be consistent with cost-of-service
principles (New York), that separating small-system costs may not always be costeffective
(Virginia), and that the genesis for the issue was regulatory simplification (California).
Mitigating rate shock also was equated with "rate stability" (Indiana). Vermont
regulators found that single-tariff pricing addressed small system viability issues and
generally was in the public interest, approving the method over die objections of staff

so Excluded were 6 commissions without jurisdiction for water utilities, 16 commissions without
jurisdiction for multi-system water utilities ("not applicable"), and 8 commissions that regulate multi-
system utilities but where single-tariff pricing has not been an issue (including the Idaho commission,
where single-tariff pricing was approved for one utility but not an issue of significance).
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members concerned about subsidization issues. Typically, more than one argument affects
commission deliberations regarding rate consolidation.

Arguments Against Single-Tariff Pricing

I

Commission staff members also evaluated the key arguments against rate consolidation.
Various reasons for commission disapproval of single-tariffpricing were provided. Table
E1 provides the primary reason for the disapproval. Cost-of-service issues were frequency
mentioned, aldiough some staff also indicated that single-tariffpricing could be consistent
with cost-of-service principles. As reported in Table E4, commission staff members also
were asked to identify the arguments that influenced dieir commissions' deliberations or
policies regarding rate consolidation.

These data reflect only staff member views, not necessarily the views or policies of the
commissions. As mentioned earlier, twenty-one (21) commission staff members responded
to this portion of the survey based on their experience with the issue of single-tairiffpricing
for multi-system utilities. Staff could cite more than one argument and no weighting or
ranking of arguments was required. In decreasing order of mentions (indicated in
parentheses), commission staff indicated agreement with the following arguments against
single-tariff pricing:

g
i

D

D

D

D

D

D

D

D

D
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D
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Conflicts with cost-of-service principles (14)
Provides subsidies to high-cost customers (12)
Not acceptable to all affected customers (10)
Considered inappropriate without physical interconnection (8)
Distorts price signals to customers (7)
Fails to account for variations in customer contributions (6)
Justification has not been adequate in a specific case (or cases) (6)
Discourages efficient water use and conservation (4)
Encourages growth and development in high-cost areas (4)
Undermines economic eiliciency (3)
Provides unnecessary incentives to utilities (2)
Not acceptable to odder agencies or governments (2)
Insufficient statutory or regulatory basis or precedents (2)
Overall costs outweigh overall benefits (2)
Encourages overinvestment in infrastructure (1)

i
MI

Regarding unacceptability to other agencies or governments, the California staff member
noted that opposition to single-tariff pricing had come from other utilities.

i
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9. Commission Policies on Rate Consolidation

|

I
I
|
I

I

i
|
|

As already noted, twenty-two (22) state commissions have allowed regulated water utilities
to implement single-tariff pricing. Single-tanlff pricing is generally accepted in eight (8)
states, as summarized in Table 12 and Figure 10 (and detailed in Table El). Texas
commission staff members noted that single-tariff pricing was accepted "and preferred." In
fact, the Texas commission provides a simplified procedure for merging the rates of
acquired systems with the rates of the acquiring utility. While the regulated water utility
usually requests consolidated rates, at least one commission (New York) has imposed its
use. Pennsylvania staff noted that the use of single-tariffpricing has evolved from its
application on the basis of physical interconnection to its application on the basis of
common ownership.

Based on the updated survey findings, staff members at seventeen (17) commissions
characterized the policies of their commissions as "case-by-case," indicating that the use of
single-tariff pricing must be justified for every specific application (even when the policy is
"generally accepted"). In many states, only some of the multi-system utilities under
commission jurisdiction are implementing single-tariff pricing. In fourteen (14) of the case-
by-case commissions, single-tariif pricing has been approved (including the five recent
cases decided in favor of single-tariffpricing). In California, regulators have approved
partial rate consolidation. In the two (2) other case-by-case commissions, single-tariff
pricing has not been approved or considered in the context of a regulatory proceeding.. I

Commission Decisions

The experience of West Virginia-American Water Company stands as one of the least
controversial and most enduring examples of single-tariffpricing. Implementation of
single-tariff pricing has played a role in the company's expansion. A case study of the
West Virginia experience appeared in a 1984 issue of the American Water Works
Association Journal."

In its order, the West Viirginia Public Service Commission considered the consistency of
single-tariffpricing with the commission's general regulatory obligations and operating
principles, finding that:

1. The company's single tariff pricing proposal resulted in a just, reasonable,
sufficient and nondiscriminatory rate for all the customers of the company.

2. Each customer will pay the same rate for a like and contemporaneous
service made under the same or substantially similar circumstances and
conditions.

61 Limbaugh ((984).
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I
Table 12
Summary of State Public Utility Commission Policies on
Single-Tariff Pricing_for Water Utilities

i

i
I

i

I
8
I

I
1
! Case-By-Case (17)
1

Never Considered (5) Maine
Wisconsin

Not Applicable - No
Multi-System Water
Utilities (15)

Nevada
New Mendco
Oldahoma
Rhode Island
Tennessee
Utah
Wyoming

No Jurisdiction for Water
Utilities (6)

i
1
I
I

i
I

Commission Policy . State Commissions
Generally Accepted (8) Connecticut Pennsylvania

Missouri South Carolina
North Carolina Texas

. Oregon Washington
Single-Tariff Pricing Has Been Approved (14)
Arizona New Hampshire (d) (1)
Delaware (a) New York
Florida New Jersey (e) (f)
Idaho (not an issue) Ohio
Illinois Vermont
Indiana (b) (1) Virginia
Massachusetts (c) (D West Virginia
Single-Tariff Pricing Has Not Been Approved (3)
California (g)
Maryland (not an issue)

. Mississippi (not an issue)
Iowa
Kentucky
Louisiana
Alabama
Alaska
Arkansas
Colorado
Hawaii
Kansas
Montana
Nebraska
Georgia North Dakota
Michigan South Dakota

. Minnesota Washington, D.C.
Source: Author's construct based on survey of state public utility commission staff members, January-
February 1996 and subsequent contacts with the commissions (including a follow-up survey in early 1999).
(a) Reclassified from "not applicable" following an acquisition with approval of consolidated rates.
(b) Since the origiNal survey, a case was decided in favor of single-tariffpricing (previously rejected).
(c) A pending case at the time of the original survey was decided in favor (partial consolidation

previously).
(d) Since the original survey, a case was decided in favor of single-tariffpricing.
(e) A pending case at the time of the original survey was decided in favor.
(f) Characterization of commission policy as "case-by-case" was unchanged following the recent

decisions. ,
(g) Partial consolidation with possible phase-in of single-.tariff pricing. A case was pending in 1999.
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Y"
'» _.f

Generally accepted

Case-by-case policy .- approved

Case-by-case policy - not approved

Not considered, not applicable, or no jurisdiction

*
e. it

CI

Figure 10. Summary of Commission Policies on Rate
Consolidation.

.
a
I 3.

4.
i

1
I

3

I

The approval of the company's proposal was in compliance with the
commission's duty to regulate utilities of this state in order to provide the
availability of adequate, economical, and reliable utility services to
encourage the well planned development of the utility resources in a manner
consistent with the state needs and in a way consistent with the productive
use of the state's energy resources.
Single tariff pricing strikes a reasonable balance in the interest of current
and future water consumers, the general interest of the state's economy, and
the interest of West Virginia Water Company."I

3
I

I

3

Q Order of the West Virginia Public Service Commission as cited in Limbach (1984), 55.
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In a 1986 order, the Pennsylvania Public Utility Commission approved single-tariff pricing
for Western Pennsylvania Water Company (l986) and provided several pragmatic reasons
for approving this pricing strategy." First, a larger rate and revenue base ameliorates the
impact of major capital additions needed from time to time in every service area. Second, a
larger revenue base promotes flexibility in timing and financing major capital additions.
Third, the impact of instability resulting from changes in sales volumes is mitigated when
the effect of such volumetric factors is spread over a larger economic base. Finally, the
reduction of the number of accounting units and the number of individual rate filings result
in administrative efficiency with a potential to reduce costs to ratepayers.

Ten years later, in a general proceeding on acquisition policy, the Pennsylvania
Commission stated its belief "that every system and every ratepayer in the Commonwealth
will eventually be in need of specific service ilnnrprovelnents and at that point, the true
benefits of single tariifpricisng will be realized by all citizens in the Commonwealth."" The
Colmnission now views single-tariff pricing as a central conntponent of acquisition
incentives provided to jurisdictional utilities.

Although single-tariff pricing has been approved without much consternation in some
jurisdictions, in others the level of controversy has been much more pronounced.
Consumer advocates, local governments, large-volume users, and commission staff
members (even within agencies) have at times been deeply divided on this issue.

|

The regulatory commissions have struggled in particular with whether or not physical
interconnection among water systems should be a prerequisite for single-tariff pricing."
As noted by the Massachusetts Department of Public Utilities, physical interconnection is
not necessarily required: "[S]everal factors (viz., the contiguity of the communities served
in that zone, the commonality of personnel for meter-reading, operations, maintenance, and
construction duties, and administrative convenience) are decisive in favor of treating the
[two communities] as a single zone ...""

I

I

I
I

Similarly, the Florida Public Service Commission once concluded that state law supports
the view that multi-system utilities can be considered a single system because the utility's
facilities arid landare jimctionally related (in administrative, operational, and managerial
terms); even without physical interconnection.67 An analogy provided in the case was that
the multi-system utility operations were like a "wagon wheel," where the separate service
territories are the spokes and utility management is the rim holding them together. ` I

i

i

63 Pennsylvania Public Utility Commission, Order in Docket R-850096, Western Pennsylvania Water
Company (1986),148.
64 Pennsylvania Public Utility Commission, Order in Docket M-00950686, Policy Statement Re:
Incentives for the Acquisition and Merger of Small, Nonviable Water and Waste Water Systems (1996).
as Physical interconnection in the other industries may be the reason why pricing across larger regions
tends to prevail.
66 Massachusetts Department of Public Utilities, Order in Docket No. 90-146, Massachusetts-American
Water Company (1990), 3-4. See also MA DPU 95-118 (1996).
67 Florida Public Service Commission, Order No. PSC-96-1320-FOF-WS, Docket No. 950495-WS,
Southern States Utilities (1996).
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Following an appeal of the Florida order, however, the District Court held that rate
consolidation need not be conditioned on a finding by the commission that the systems
involved are functionally related. "Because we decide that the determination of functional
relatedness is not controlling on the issue of whether uniform rates can be set," noted the
Court, "we express no opinion on whether the utility systems involved in this rate case
were 'functionally related."'68

8i
E
I
I

In a 1993 case, the Illinois-American Water Company articulated the variety of ways in
which the systems of a multi-system utility are operationally related:

All operation and maintenance and construction activities are performed on a
uniform basis throughout the five districts... All five districts utilize similar
facilities, such as pumping stations and purification plants, transmission and
distribution mains, storage reservoirs, service lines and meters... All five
districts utilize the same engineering and construction standards, maintenance
programs, operating procedures, inspection programs, budgeting and
accounting procedures,types of materials and supplies and management
structure... A11 five districts utilize the services of the American Water Works
Service Company (the "Service Company"), which provides, pursuant to a
contract with the Company, support to Illinois-American personnel in the areas
of accounting, engineering operations, rate design, regulatory practices, finance,
water quality, information systems, personnel information and training,
purchasing, insurance, safety and community relations."

The company also argued that the evolvingcorporate Structure of the multi-system utility
is germane to these issues, as described in Illinois Commerce Commission's order:

According to Illinois-American, another important factor supporting the
adoption of single tariff pricing are the many steps the Company has taken in
recent years to centralize and consolidate its operations... Illinois-American,
as it presently ezdsts, is the result of two mergers, Pursuant to the mergers,
which were approved by the Commission... water systems once operated as
five separate companies were merged to form a single integrated omit, rather
than as five independent, stand-alone systems."

I

l Staff members of the Illinois Commerce Commission found that "Commission practices in
Illinois... support the uniform rate concept."" In this particular proceeding, the
commission approved partial rate consolidation and ordered Illinois-American to submit a
proposal for company-wide single-tariff pricing.

I
I

I
68 District Court of Appeal, First District, State of Florida, Decision in CaseNo. 96-447 (June 10, 1998), I.
set Illinois Commerce Cormnission, Order Docket No. 92-0116, Illinois-American Water Company (1993).
70 ibid., 85.
71 ibid., 87.
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In a parallel proceeding, Indiana-American Water Company argued before the Indiana
Utility Regulatory Commission that single-tariffpricing is justified in part on the grounds
that the company's districts are managed by a single corporate structure and financed
through a common capital structure." The Indiana Office of Consumer Counselor opposed
this reasoning and the Indiana Commission rejected that particular bid for single-tariff
pricing, but the company prevailed in a 1997 proceeding (discussed below).

Another rationale in the regulatory context is that rate consolidation can help reduce the
frequency and complexity orate filings by regulated firms. According to John Guastella,
regulatory acceptance of single-tariffpricing as a matter ofpolicy reduces costs associated
with preparing separate cost-of-service studies to allocate common costs among the
separate systems, and thus significantly reduces the cost of utility rate filings." A related .
point is that rates under a single tarif/ are easier to communicate to customers (lowering
administrative costs) and easier for customers to understand.

In some deliberations, the focus is shifted from differences in the cost of service to
comparability inthe value ofserviee that utility customers receive regardless of their spatial
location. Indiana-American Water Company has argued that, "The single tariff pricing
concept is supported by the fact that any one of the Company's customers, regardless of
where that customer is located, expects, is entitled to and receives essentially the same
service as the customers in any other district.""

In a recent regulatory proceeding involving the New Jersey-American Water Company, the
administrative law judge echoed this argument:

i

Inasmuch as all customers of New Jersey-American, be they New Jersey
Commonwealth or Monmoudi customers, receive comparable service on a
comparable basis, it seems only appropriate that all customers be charged
similarly... By distributing the burden of system improvement to all
customers, the relative impact is decreased. All Company customers in the
three operating groups are benefiting by the relative economics [sic] of scale
and system integration and administration the unified company produces.
Likewise, all customers should equally shoulder the costs involved."

The New Jersey Board of Public Utilities agreed with the administrative law judge in
adopting a statewide (single-tarifi) price for the New Jersey-American Water Company
'm this particular pwceediing.

72 Richard E. Hargraves, Direct testimony in Cause No. 39595 before the Indiana Utility Regulatory
Commission, Indiana-American Water Co., Inc. (1993).
73 Guastella (1994).
74 Hargraves (1993).
15 New Jersey Board of Public Utilities, OAL Docket No. PUC 520795, Agency Docket No. WR-95040165,
New Jersey-American Water Company (1996), 14-15.
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Several of the commissions have implemented variations of single-tariffpricing or partial
loomis of rate consolidation. The Missouri Public Service Commission, for example, once
reasoned that rate shock is the result of rate changesnot rate levels. Thus the commission
ordered the company in question to maintain existing rate differentials while equalizing
iiiture rate increases. By maintaining current rate differentials and equalizing rate
increases, rate shock is minimized, subsidization is limited, and the company is afforded
greater flexibility in timing plant additions." The commission later found, for another
company, that the movement toward rate consolidation was in the public interest." But in
a subsequent rate case, and to the understandable chagrin of the utility, the commission
reiterated "that it is not committed to a specific position regarding cost recovery for capital
plant additions by means of [single-tan'ff pricing].""

In a phased approach, implementation of single-tariff pricing may occur over several
commission decisions involving the same multi-system utility. According to a former
regulator, a phase-in plan may be especially justified when differences in rates are
"extreme."" A phasedapproach "facilitates the goal of single tariff pricing, but does not
negate the requirement for fuMe commission approval of its full implementation.""°

Interestingly, zonal rates for groups of systems can be used in conjunction with a phased
approach to rate consolidation. The Florida commission recently advanced a "capband"
approach establishing rates for groups of systems with similar cost characteristics,
reasoning that:

\

First, the capband structure represents a greater move toward the long term
goal of a uniform rate. It eliminates the need for separate rate structures for
each individual service area under the cap. The number of rates would decrease
from 56 to eight for the water facilities under the cap, and from 23 to six for the
wastewater facilities. Second, as noted above, the capband structure reduces
subsidies in terms of deviation from stand-alone rates. This is true both in terms
of number of service areas and number of customers. Uniform rates within the
band mitigate the subsidy within the band. .. [The capband rate structure]
embraces all of the advantages of the modified stand-alone rate structure and
adds the additional advantages of simplifying the rate structure by moving the
utility closer to a uniform rate."

i

I
I

I
|

I
!|

is Missouri Public Service Commission, Order in Case No. 90-236, Missouri Cities Water Co. (1990).
71 Missouri Public Service Commission, Order in Case Nos. WR-95-205 and SR-95-206, Missouri-
American Water Company (1995).
is Missouri Public Service Commission, Order in Case Nos. WR-97-237 and SR-97-238, Missouri-
American Water Company (1997).
79 Wendell F. Holland, "Acquisition Incentives Encouraging Regionalization in the Water Industry" a
speech made at the Great Lakes Conferences of the National Association of Regulatory Utility
Commissioners in Greenbrier, West Virginia (July 11, 1995).
so Pennsylvania Public Utility Commission, Western Pennsylvania Water Company, 72 PUR 4111 (1986),
154 .
Si Florida Public Service Commission, Order No. PSC-96-0549-PHO-WS, Docket No. 950495-WS,
Southern States Utilities (1996), 78-79.
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The Florida decision was appealed on a variety of grounds. As noted earlier, the Court of
Appeal held that the commission need not determine that utility facilities are "functionally
related" prior to approving consolidated rates. In the same decision, the Court also found
that "no statute prohibits resort by the Public Service Commission (PSC)-in an
appropriate case-to so-called "capbands" to fix rates that are just, reasonable,
compensatory, and not unfairly discriminatory."82 Speciicallyz

Nothing inherent in the capband methodology runs afoul of the statute. The order
under review sets rates [footnote omitted] so that no ratepayer's rates exceed by
more than seven per cent what they would have been if each system's rates had
been set on a stand alone, cost of service basis. This modest deviation from a pure
cost of service basis for individual rates pales by comparison to the magnitude of
inevitable intra-system subsidization. Nor is a pure cost of service basis as to each
individual ratepayer mandated by a statute which directs that "the commission shall
consider the value and quality of service and the cost of providing service." §
367.081(2), Fla. Stat. (1997). See Occidental Chem. Co. v. Mayo, 351 So. 2d 336,
340 (Fla. 1977) ("Given the multiplicity of methods suggested by the experts to
allocate expenses between various users, we cannot say that the Commission
departed from the essential requirements of law in relying on a range of criteria for
this purpose."). A shift in the direction of "affordability" takes the value of service
into account. Although using stepped rates or "capbands" requires offsetting
increases and does not spread offsets perfectly evenly among households paying
less than maximum rates, such use need not lead to unfairly discriminatory rates."

The Indiana Utility Regulatory Commission articulated the pragmatic rationale for single-
tariffpricing in the recent Indiana-American case.84 The press release accompanying the
commission's order asserts that the company's movement toward single-tariff pricing is "in
the best interest of all of the customers" and that all areas will benefit in the long term by
increased rate stability and mitigation of construction cost impacts. The order found that
single-tariff pricing was consistent with pricing for other utility and nonutility services and
that it would help the company meet demands associated with environmental compliance,
iniifastructure replacement, and service adequacy for customers." The commission also
addressed the issue of price discrimination:

i

There will always be customers who over a given period of time will be required to
pay higher rates than would result if they were included in some smaller or different
customer group. But this does not mean undue discrimination exists so long as
they are paying an equivalent price for an equivalent product. Moreover, we must
not forget that all of the customers today are the beneficiaries of water facilities

8
I

I
!\
1
aI
|I

oz District Court of Appeal, First District, State of F1or'ida,Decision in Case No. 96-447 (June 10, 1998), 1.
as rbia., 13.
BE Indiana Utility Regulatory Commission, Order in Cause No. 40703, Indiana-American Water Company
(1997).
as Ibo., 77.
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f built 'm the past, and the cost of developing these facilities was borne in large part
by earlier generations of customers."I

l

1
I
I
!

As a general rule, individual water utilities must make the case for single-tariff pricing
before regulators, who consider the merits on a case-by-base basis. The Indiana-American
decision also is instructive on this point because the case was made by die utility several
times-and the arguments rejected-before regulators were persuaded that single-tariff
pricing was in the public interest. As with many initiatives by utilities, regulatory approval
often requires more than one attempt, as well as modifications to the proposed method to
address the legitimate concerns of regulators and consumer advocates.

A few commissions have explicitly recognized single-tariffpricing as a policy tool. As
already noted, Pennsylvania regulators have placed single-tariff in the broader context of
regulatory policies to promote regionalization and specifically the acquisition of smaller,
nonviable systems." The general provisions of the commission's policy, appearing in Table
13, provides for the application of single-tariffpricing to the rates of acquired water
systems "to the extent that is reasonable?"

Similarly, New York Public Service Commission staffmembers expect acquiring utilities to
include a plan for "rate equalization" (with phase-in provisions as appropriate) as part of
petitions for acquisition incentive mechanisms. " .

Connecticut regulators have interpreted state statutes to authorize rate equalization in
connection with mandated takeovers." The commission also recognizes the potential use
of annual price caps (to avoid rate shock) and surcharges ("so that customers of the
acquiring ccunpany are not always obligated to assume full responsibility for the cost of
ordered improvements to the acquired company")."

Implementation Strategies

i
{
I
l
a
I

I
!

Utility regulators can consider several implementation strategies if they find that rate
consolidation is in the public interest. Implementing the single tariff can be accomplished in
conjunction with acquisition proceedings. Utilities can phase-in single-tariff pricing for all
or part of their service territory. A partial foam of single-tariff pricing is to adopt a

I

;

86 Indiana Utility Regulatory Commission, Order in Cause No. 40703, Indiana-American Water Company
(1997), 81.
av Holland (1995), 10.
as Pennsylvania Public Utility Counnission, Order in Docket M-00950686, Policy Statement Re:
Incentives for the Acquisition and Merger of Small, Nonviable Water and Waste Water Systems (1996).
89 New York Public Service Commission, Order in Case 93-W-0962, Investigation of Incentives for the
Acquisition and Merger of Small Water Utilities (1993), Appendix E.
90 Connecticut General Statutes, 16-2620. According to Connecticut Statutes (16-262r), rate equalization
also can be used in connection with satellite management of a smaller by a larger system.
91 Connecticut Department of Public Utility Control, Order in Docket No. 96-03-31, DPUC Review of
Water Companies Acquisitions and Transfer Processes (January 8, 1997), 27.
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I
9
I

common fixed or customer charge for all utility customers, and alter variable charges based
on variations in the cost of service. Utilities can use surcharges or other mechanisms to
differentiate prices based on extraordinary costs and send customers a very specific price
signal. A partial approach to single-tariffpricing is to develop tariffs based on groupings of
systems or "zones" with roughly similar cost or service characteristics. Another partial
approach, mentioned earlier, is to use a phased method of implementation by which rates
are made more uniform over several rate adjustments.

!
Innovative pricing options and implementation strategies for water utilities can emerge in
the context of regulatory proceedings, dispute resolution processes, and a continuing
dialog among utilities, consumers, consumer advocates, and other interested stakeholders.

Related Strategies

Commissions may want to consider implementing specific regulatory strategies in
conjunction with single-tariff pricing. First, regulators could use auditing or other
evaluation techniques to establish that utilities are meeting efficiency and other
performance goals. Second, the commission could coordinate with other regulatory
agencies to promote compliance with water quality standards. Third, regulators could
evaluate the long-term strategic plans of water utilities for serving customers throughout
their service territories. Fourth, features of the consolidated rate could be assessed in
terns of their effectiveness in promoting efficient water use and discouraging waste. Fifth,
the commissions could implement a monitoring and evaluation system to assess the effects
of consolidated rates on all systems and customer groups. Sixth, alternative dispute
resolution could be encouraged to provide parties with a forum for participation and an
opportunity to reach a settlement agreement on single-tariff pricing issues. Finally,
regulators could assess utility efforts to communicate with customers about the value of
water and build understanding of the rate structure.

1

g

I

Commission Authority

Commission authority to approve consolidated rates has been met with legal challenges in
some jurisdictions. Obviously, single-tariif pricing policy must be consistent with a state's
legislative framework and legally sustainable. Regulatory and legal doctrine generally seem
to permit this pricing method. Legislative, judicial, or other constraints on rate
consolidation would be undesirable Hom a public policy standpoint and undermine the
ability of the regulatory commissions to craft effective policies for the water industry.

|
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In a recent case, the New Hampshire Public Utilities Commission acknowledged the
absence of a clear regulatory standard for, or prohibition 012 the use of single-tariff pricing.
The commission essentially asserted its policymaking authority to approve rate
consolidation based on a public-interest standard:

!
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While New Hampshire law is replete with references to the appropriate standard for
establishing a utility's rate base and rate of return, there appears to be no specific
guidance on the point orate consolidation or single tariff pricing. Thus, in the
absence of any legal impediment to utilizing single tariff pricing, our decision
essentially becomes one ofpolicy that is bound only by our statutory constraints
that rates be just and reasonable and that we act in the public interest. See RSAs
374:2 and 378:28.

Opponents of rate consolidation in this case argue that we should adhere to our
traditional raternaking policy of cost causation. We find their position unpersuasive
in this case for two reasons. First, traditional cost of service regulation already
includes some measure of rate averaging in that customers are not charged the true
costs of serving them on an individual basis. Second, and perhaps more important,
stand alone rates in this case produce results for some customers that are well
beyond the zone of "just and reasonable." One needs only to look at the stand
alone rates that would result from the settlement Agreement to see just how
extreme the results are when significant investments are required in a very small
system. Most of the community systems are simply too small to absorb the
magnitude of investments mandated by environmental enactments. However,
without these investments, it is clear that the small community systems would have
been unable to provide safe and adequate water service to their customers."

Single-tariffpricing evolved as a legitimate policy tool and is used by a clear majority of the
states that regulate multi-system water utilities. Rate consolidation is a tool that can be
used on a case-by-case basis, where regulators carefully weigh the evidence before them,
and as a general policy tool to encourage acquisitions and regionalization. The precarious
condition of very small water systems merits the consideration of alternative regulatory
approaches, including consolidated rates.

Rate consolidation will continue to focus attention on some fundamental regulatory issues:
Does it result in a measurable "subsidy"? Does the subsidy constitute a form of price
discrimination? Are the resultant rates just and reasonable? Do the long-term benefits of
implementing single-tariffpricing, including subsidization, Outweigh the costs? Regulators
must be satisfied with the answers to these questions before approving a rate consolidation
strategy. Generally, however, the commissions are arriving at conclusions that support the
use of single-tariffpricing.

i

The commissions have demonstrated their policyinaldng authority to approve consolidated
rates, as well as their capacity to consider and weigh the complex ratemaldng and policy
tradeoffs involved. Only the commissions can specify the circumstances appropriate for
single-tariff pricing iii their jurisdictions. Water utilities should continue to advance
innovative pricing strategies. The commissions should continue to exercise due diligence in
approving water rate structures that serve the public interest.

92 New Hampshire Public Utilities Commission, Order in Docket DR 97-058, Pennichuck Water Works,
Inc. (1998).
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Table 13
Pennsylvania Public Utility Commission
Policy Statement on Acquisition Incentives

Title 52, Part I, Chapter 69

Incentives for Acquisition and Merger of Small Nonviable Water Utilities--
Statement of Policy

§ 69.711. ACQUISITION INCENTIVES

(a) Geoeml

To accomplish the goal of increasing the nnmiber ofmergexs and acquisitions to foster
regionalization, the Commission will consider the acquisition incentives at subsemiom\ (b).
However, the following parameters must Erst be met 'm order for Commission consideration of a
utility's pwlposed acquisition incentive. It should be dennouistrated that:

(1) The acquisition services the general public interest;

(2) The acquiring utility meets the criteria of viability which will not be impaired by the
acquisition; that it maintains the managerial, teclmieal, financial capabilities to safely and
adequately operate the acquired system_ in compliance with the Public Utility Code, the
Sate Dminldrng Water Act, and other requisite regulatory requirements on a short and long
term basis;

i

(3) The acquired system has less than 3300 customer connections, the acquired system is not
viable; it is in violation of statutory or regulatory standards concerning the safety,
adequacy, efficiency or reasonableness of service and facilities; and that it has failed to
comply within a reasonable period of time, with any order of the Department of
Environmental Protection or the Public Utility Commission; i

(4) The acquired system's ratepayers should be provided with improved service in the future,
with the necessary plant improvements being completed within a reasonable period of mc;

(5) The purchase price of the acquisition is fair and reasonable and the acquisition has been
conducted through arm's length negotiations, and

(6) The concept of single tariff pricing should be applied to the rates of the acquired system, to
the extent that is reasonable. Under certain circumstances of extreme differences in rates,
and/or affordability concerns, consideration should be given to a phase-in of the rate
difference over a reasonable period of time.
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Table 13 (continued)
|
I
i
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(b) Acquisition Incentives

i
!!
i

In its eH'om'ts to foster acquisitions of suitable water and sewer systems by viable utilities when such
acquisitions are in the public interest, the Commission seeks to assist these acquisitions by

the use of a number of regulatory incentives. Accordingly, the Commission will consider
the following acquisition incentives:

i

(1) Rate ofRetulrn Premiums - Additions rate ofreturn basis ports may be awarded for

certain acquisitions and for certain associated improvement costs, based on sufficient
supporting data submitted by the utility within its rate case filing;

(2) Acquisition Adjushnent - In cases where the acquisition costs are greater than the
depredated original cost, that reasonable excess may be included in the rate base of the
acquiring utility and amortized as an expense over a 10-year period;

(3) Deferral of Acquisition Improvement Costs - In cases where the plan improvements axe of
too great a magnitude to be absorbed by ratepayers at one time, rate recovery of the
improvement costs may be recovered in phases. There may be a one time treatment (in the
initial rate case) of the improvement costs but a phasing-in of the acquisition, improvements
and associated carrying-costs may be allowed over a finite period; or.

z

(4) Plant Improvement Surcharge - Collection of a different rate Hom each customer of the
acquired system upon completion of the acquisition could be implemented to temporarily
offset extraordinary improvement costs. In cases where the improvement benefits only
those customers who are newly acquired, the added costs may be allocated on a greater than
average level (but less than 100%) to the new customers for a reasonable period of mc, as
determined by the Commission.

(c) Procedural Implementation

The appropriate implementation procedure for the acquisition incentives listed would be to file the
request during the next Bled rate case. In the case of the first incentive, for example, the rate of
return premium, appropriate supporting data should be tiled within the rate of return section in
order for Commission evaluation of its applicability. The rate of return premium as an acquisition
incentive may be the most straightforward and its use is encouraged.

I

Other appumpuriate incentives may be considered by this Commission, provided they meet the
parameters listed at subsection (a). Acquisition 'incentive requests will be considered on a case by
case basis. In acquisition incentive Slings, the burden of proof rests with the acquiring utility.

r
I

1

r

I
I
|

l
i

Source: Pennsylvania Public Utilities Commission, Incentives for Acquisition and Merger of Small
Nonviable Water Utilities: Statement of Policy (February 28, 1996).
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APPENDIX A
GLOSSARY OF TERMS

Block rate. A billing rate applied to
water usage that varies according to
blocks of water usage (measured in
gallons or cubic feet). Seeuniform rate,
decreasing-block rate, and increasing
block rate.

allowance, above whicha variable rate is
applied.

Horizontal equity. A condition under
which customers that impose similar
costs on the utility system pay similar
prices for comparable utility services.
Seevertical equity.Common-management costs. Costs

that are incurred on the basis of the joint
operation of multiple systems. Costs
under common management, given
management economies of scale and
scope, should be less for the utility than
the sum of stand-alone costs for all of
the operated systems.

Intergenerational equity. A condition
under which one generation of customers
does not pay for costs imposed on the
utility system by another group of
customers. See horizontal equity and
vertical equity.

Decreasing-block rate. A variable rate
that decreases with additional blocks of
water usage. Seeuniform rate and
increasing-block rate.

Increasing-block rate. A variable rate
that increases with additional blocks of
water usage. Seeuniform rate and
decreasing-block rate.

Equity. A condition under which costs
have been fairly allocated among
customer groups consistent with cost-of-
service andqgiciency criteria. See
horzéontal equity, vertical equity, and
subsidy.

Investor-owned (or privately owned)
utility. A utility owned and operated by
a private inn on a for-profit basis. See
publicly owned utility.

Efficiency. A condition under which
prices charged, and quantities produced
and used, are optimal (that is, not too low
or too high) .

Just and reasonable. A concept used to
evaluate utility rates related to the
concept of undue discrimination.

i

Multisystem utilities. Public or private
utilities that operate two or more water
systems serving distinct service
territories, systems may or may not be
physically `mterconnected.

I
i
I
y
1

Fixed charge. The portion of a
customer's water bill that does not vary
with water usage. Fixed charges often
are used to recover administrative and
other recurring costs that are not
determined by water usage. The fixed
charge may 'include a minimal water

Municipal-unit doctrine. The treatment
Of a municipality as a distinct service
territory and unit for cost allocation and
ratemaking purposes (that is, "city-based"
rates).

73
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\ service territory may or may not
correspond to geopolitical boundaries.Phase-in (rates). Implementation of a

significant change in rate levels or rate
design in phases, rather than at once, in
order to reduce rate shock to customers
and revenue instability to die utility.
Reflects the principle of gradualism.

Physically interconnected systems.
Water systems joined by a system of
pipes and pumps for transporting water
(usually treated water) from one system
to another.

Single-tariff pricing. Single-tariff
pricing is the use of a unified rate
structure for multiple water (or other)
utility systems that are owned and
operated by a single utility, but that may
or may not be physically interconnected.
Under single-tariff pricing, all customers
of the utility pay the same rate for
service, even though the individual
systems providing service may vary in
terms of operating characteristics and
stand-alone costs.Primacy agency. A state agency

responsible for regulating community and
noncommunity water systems to ensure
compliance with federal drinldng-water
standards established under the Safe
Drinldng Water Act.

Stand-alone pricing. Pricing based on
the costs dart a commonly owned or
managed water system would incur if it
replicated the same services and iimctions
on a basis completely independent of the
parent utility and other systems.Privately owned (or investor-owned)

utility. A utility owned and operated by
a private Em on a for-profit basis. See
publicly owned utility.

Subsidy. A transfer of welfare from one
group of customers to another that is not
based on differences in the cost of serving
the different customer groups.Public Utility Commission (PUC). A

state agency responsible for regulating
the rates and profits of public utility
monopolies.

Tariff. The official rate schedule
document specifying all of a utility's rates
and charge, the tariff must be approved
by appropriate state or local governing
bodies.

Publicly owned utility. A utility owned
and operated by a governmental agency,
such as a municipality, on a nonprofit
basis. See privately owned utility.

I

Undue discrimination. Price
differentiation that is not based on
variations in the cost of service. ISafe Drinking Water Act (SDWA).

The federal statute that establishes
dliJnki1ng-water standards for community
and noncommunity water systems.
Substantial amendments to the SDWA
were enacted in 1986 and 1996.

Uniform rate. A variable rate that does
not change with the total amount of
water usage ,

Service territory. The geographic area
served by a public utility; a utility's

Variable rate. The billing rate applied
on a per gallon or per cubic foot basis to
the amount of water used by customers

|
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during the billing period. The variable
rate multiplied by water usage determines
the portion of a customer's water Bil] that
varies wide water usage.

Water utility. A public or private entity
that owns and operates one or more
water .systems and typically charges
customers for the cost of providing water
service. In multi-system utilities, two or
more water systems are owned and
operated by the utility and they may or
may not be physically interconnected.

Vertical equity. A condition under
which customers that impose different
costs on the utility system pay different
prices for utility services based on the
relevant cost differences. A related
concept is undue discrimination.

Zonal Pricing. Differentiation in laths
according to substantial differences in the
cost of sewing different areas. Zones
generally are defined in spatial terms and
represent geographic clusters of
customers with similar cost
characteristics.

Water system. An iniiastmcture system
for withdrawing, transporting, treating,
storing, and distributing water to a
defined service tem'tory.

i
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APPENDIX B
SELECT COMMISSION ORDERS ON
SINGLE-TARIFF PRICING

Cali f ornia
California Public Utilities Commission. Decision No. 89-06-007. Hill view Water Company, Inc. June 7,

1989.

Connecticut
Connecticut Department of Public Utility Control. Docket No. 86-12-08. Connecticut-American Water

Company. June 2, 1987
. Docket No. 89-03-22. Connecticut-American Water Company. September 21, 1987.

Florida
Florida Public Service Commission.

Utilities. 1989.
. Docket No. 920100-WS.
. Docket No. 930880-WS.
. Docket No. 930892-W U.
, Docket No. 931122-W U.

In re Rate Setting Procedure and Alternatives for Water and Sewer

Southern States Utilities, Inc. November 2, 1993.
Southern States Utilities, Inc. September 13, 1994.
Venture Associates Utilities Corp. December 30, 1994.
Lakeside Golf, Inc. February 9, 1995

Hawaii
Hawaii Public Utilities Commission. Docket No. 6434. GASCO, Inc. April 3, 1992.

I l l inois
Illinois Commerce Commission. Docket No. 92-0116. Illinois-American Water Company. February 9,

1993.
E

. Docket No. 94-0481. Citizens Utilities Company of Illinois. September 13, 1995.

. Docket No. 95-0076. Illinois-American Water Company. December 20, 1995.

Indiana
Indiana Utility Regulatory Commission. Cause No. 36483. Norther Indiana Fuel & Light Company, Inc.

October 1, 1981.
. Cause No. 36427. Terre Haute Water Works Corp. November 13, 1981.
. Cause No. 38880. Indiana~American Water Company. September 26, 1990.
. Cause No. 39595. Indiana-American Water Company. February 2, 1994.
. Cause No. 40703. Indiana-American W ater Company. December ll, 1997.

Iowa
Iowa Utilities Board. Docket No. RPU-94-21. ES Utilities, Inc. June 30, 1995.

Maine
Maine Public Utilities Commission. Docket Nos. 91-193 and 93-027. Michael McGovern v. Portland

Water District. February 28, 1994.

Maryland
Maryland Public Service Commission. Case No. 8643. Chesapeake Utilities Corp. August 17, 1994.

i

I

;

Massachusetts .
Massachusetts Department ofpublic Utilities. D.P.U. 95-118. Massachusetts~American Water Company.

May31, 1996.
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Missouri
Missouri Public Service Commission. Case No. 90-236. Missouri Cities Water Company. October 12,

1990.
. Case Nos. WR-95-205 and SR-95-206. Missouri-American Water Company. November 21,

1995.
. Case Nos. WR-95-205 and SR-95-206. Missouri-American Water Company. November 21,

1995.
. Case Nos. WR-97-237 and SR-97-238. Missouri-American Water Company. November 6,

1997.

New Hampshire
New Hampshire Public Utilities Commission. Docket DR 97-058. Pennichuck Water Works, Inc, Request

for Permanent Rates. March 25, 1998.

New Jersey
New Jersey Board of Public Utilities. Docket No. WR95040165. New Jersey-American Water Company.

March 3, 1996.

New York
New York Public Service Commission. Case No. 93-W-0962. Order Instituting Proceeding and Soliciting

Comments, Investigation of Incentives for Acquisition and Merger of Small Water Utilities.
November 10, 1993.

I

Ohio
Ohio Public Utilities Commission. Case Nos. 88-716-GA-AIR et. all, 88~lOl 1-GA-CMR.

of Ohio, Inc. October 17, 1989.
Columbia Gas

Pennsylvania
Pennsylvania Public Utility Commission. Order in Docket R-850096, Wester Pennsylvania Water

Company (January 29, 1986).
. Order in Docket No. M-00950686. Policy Statement Re: Incentives For The Acquisition

And Merger Of Small, Nonviable Water And Waste Water Systems. Febmary 23, 1996.

Rhode Island
Rhode Island Public Utilities Commission. Docket No. 2216. Narragansett Bay Water Quality

Management District. March 24, 1995.

Texas
Texas Public Utility Commission. Docket No. 4240. Texas-New Mexico Power Company. June 2, 1982.

l
l

W est Virginia
West Virginia Public Service Commission. CaseNo. 81-126-W-42A. West Virginia Water Company.

May 26, 1982.
. Case No. 89~498-W-42T. West Virginia-American Water Company. May 4, 1990.
. Case No. 89-498-W-42T. West Virginia-American Water Company. May 24, 1990.
. Case No. 93-0279-W-42T. West Virginia-American Water Company. January 23, 1994.

Source: Adapted and updated from Daniel W. McGill, "Memorandum on Single-Tariff Pricing"
(correspondence dated December 31, 1996).
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Source of Capital Issuance
Cost (s)

End-of-year
Capitalization

($)

Capitalization
n (percent)

Cost
Rate ($)

Weighted
Cost ($)

Short-term bank debt 4,800,000 7.47 14.00 1 ,046

First-mortgage bonds
53/8% series due 3/1/82 2,040 2,500,000 3.90 5.4z7 0.211
93/4% series due 5/1/95 40,544 3,000,000 4.67 9.884 0.462
10% series due 10/1/96 229,017 16,800,000 26.17 10.116 2.647
93/8% series due 8/1/96 83,423 7,840,000 12.21 9.474 1.157

Total long-term debt 30, I 40,000 46.95 9.54 4.477

10 percent 31,781 2,940,000 4.58 10.092 0.462
91/2 percent 19,067 1,368,000 2.13 9.602 0.204
71/2 percent 21,926 l ,920,000 2.99 7.692 0.230

Total preferred stock 6,228,000 9.70 9.24 8.896

Common stock 986,073
Capital surplus 7,172,538
Earned surplus 14,875,670

Total common equity 23,034,281 35.88 15.00 5.381

Total capitalization 64,202,281 100.00 11.800

Expense Per 1 Million
Gallons of Pumped Water

District A District B District C District D Single-
Tariff

Pricing
Fuel and power 49 91 115 102 57
Chemicals 15 31 76 17 20
Total operation cost 374 2,136 2,443 789 513
Total maintenance cost 103 499 277 94 116

USEPA - NARUC Consolidated Water Rates

APPENDIX C
DETAILED EXAMPLE OF
SINGLE-TARIFF PRICING

Table CI
Cost-of-Capital Determination

Long-term debt bonds

Preferred stock
I

Common equity

I

l

Source: Adapted from Edward M. Limbaugh, "Single Tariff Pricing," Journal Amer ban Water Works
Association 75 no. 9 (September 1984).

T a b l e C 2

Allocation of Expenses by District and Under SingleTariff Pricing 3

i

i
l»
I

Source: Adapted from Edward M. Limbach, "Single Tariff Pricing," Journal American Water Works
Association 75 no. 9 (September 1984).

i
I
|
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Cost and Service Characteristics District A District B District c District D

Ratebase S) 52,231,951 211,630 351,510 2,320,677
Rate of return percent) ° l 1.80 11.80 1 1.80 l1.80
Utility operating income (S) 6,163,370 24,972 41,466 273,840
Operation & maintenance ex I . se (5) 5,835,260 173,506 139,624 806,709
Depreciation & amortization (S) 806,306 5,931 9,750 32,509
Taxes other than federal income tax ($) 1,789,540 16,527 18,728 131,035
Provision for federal income tax (S) 1,057,772 2,919 2,944 45,127
Total revenue requirement ($) 15,652,248 223,855 212,512 1,289,220
Percentage of revenue assigned to
residential customers

53.03 70.86 66.4 64.67

Number of residential customers 51,651 534 558 5,180
Average residential water bill ($)'* 12.01 27.70 24.21 13.30
Impact of $50,000 investment on
average residential bill

0.12

(1%)

15.16
(55%)

$13.59
(56%)

$1.43
(11%)

Usage Charge District A (S) District B (S) Single-Tariff Pricing
($)

17-mm (5/8-inch) meter or smaller 6.62 13.11 7.35
20-mm (3/4-inch) meter 9.78 19.67 11.06
25-rnm (1-inch meter 16.30 32.78 18.40
40-mm ll/2-inch meter 32.59 65.56 36.80
50-mm (2-inch meter 52.15 104.91 58.90
80-mm (3-inch) meter 97.78 196.70 110.40
100-mm (4-inch) meter 162.96 327.85 184.00
150-mm (6-inch) Meter 325.92 655.69 368.00
200-mm (8-inch meter 521.47 1,049.11 568.80

First 2000 gallons/month -n

Next 28,000 gallons/month 2.597 4.526 2.74
Next 970,000 gallondmonth 1.562 3.147 1.56
Next 9 million gallons/month 1.107 3.147 1.14
All more than 10 million gallons/month 0.858 3.147 0.902

USEPA - NARUC Consolidated Water Rates

Table CO
District Revenue Requirements and Effect on Average Residential Water Bill

Source: Adapted from Edward M. Limbaugh, "Single Tariff Pricing," Journal American Water Works
Association75 no. 9 (September 1984).

From Table Cl . *' Based on 4,500 gallons per month.

Table CO
Comparison of Tariffs for Selected Distr icts Before and After Implementation of
Single-Tar iff Pacing

Minimum charge

i
I

I

|

i
I|

Variable charge (per 1,000 gallons)

i
I

I
Source: Adapted tram Edward M. Limbach, "Single Tariff Pricing," Journal American Water Works
Association 75 no. 9 (September 1984). 1
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APPENDIX D

Date : 1996

( )
Dr. Janice A. Beecher, Director of Regulatory Studies

University

Re:

Happy New Year! Can you help me by talking a moment to fill out this quick survey and faxing it

will make the results available to everyone.

is used to implement a single rate structure for multiple water (or odder) utility

the utility pay the same rate for service, even though the individual systems providing service may

Water utilities with multiple systems are not necessarily found in every state. n
»

1. Do any of the water utility =< regulated by your

commission have multiple water systems (5 )? Yes D N o  D

IiNo, the remaining questionsare not applicable lo your state. Please return thefrst
page of the questionnaire so that your state will be represented in the survey.

2. If you answered Yes to Question 1, please name the multi-system water utilities, the
number of systems they operate, and the approximate number of connections for the
smallest and largest system operated by the utility. Use an additional sheet if necessary.

3.

Un'lfrv Name
Total Num Ber
ofSvstems

Approximate Number
of Conneetions for the:
Smallest Largest
Svstem Svstem

i
I
I
II

3. Has your commission approved single-taiiffpdcing
for any of the utilities named in Question 1 (~ )? No D

Yes D Go to Question 4
Go to Question 5
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4. If your answer to Question 3 was Yes, please name the utilities and when the tariff was
first approved. Use an additional sheet if necessary.

Urilitv Name

When was the
try?"
ffsf anoroved?

5. If your answer to Question 3 was No, please check all of the following that apply (El):

E]

U

Cl

EL

Single-tariffpricing has not been an issue.
Single-tariff pricing has been considered but not specifically approved.
A proposal for single-tarriipricing has been rejected
Other:

6. Has s'mgle-taxitfpdcing been explicitly prohibited
in your state by statute (El)? Yes D No EI

When was the statute passed?

Please describe the nature of the prohibition: |

.
I

7. Has your commission put any monitcming and/or
evaluation systems 'm place for single-tariifpricing
in cases where it has been impf~ented (E)? Yes D No D

If Yes, please describe:

8. If your commission approved single-tarii}lpricing, what was the primary reason for the
approval?

9. If your commission rejected single-ta1iffpriclmg, what was the primary reason for the
rejection?

|
|
|

10. Please characterize your commission's policy position on single-tariifpricing (~)?
. /
D Generally accepted
D Generally not accepted
D Decided on a case-by-case basis
D Never considered
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11. If single-tariffpricing has been an issue 'm your state, whether or not it has been
implemented, please review the following arguments in favor and against single-tariff
pricing and check all that have influenced your commission's deliberations or policies on
the issue. Check (El) dl that apply:

I

i
!

Arguments in Favor of Single-Tariff Pricing
J
U Provides incentives for utility regionalization and consolidation
U Mitigates rate shock to utility customers
D Promotes universal service for utility customers
D Promotes ratepayer equity on a regional basis
[J Improves service affordability for customers
D Addresses small-system viability issues
D Facilitates compliance with drinking water standards
D Provides ratemaking treatment that is similar to that for other utilities
D Lowers administrative costs to the utilities
D Lowers administrative costs to the commission
D Promotes regional economic development
D Encourages further private involvement in the water sector
D Encourages investment in the water-supply infrastructure
D Physical interconnection is not considered a prerequisite
D Overall benefits outweigh overall costs
D Other :

1

8|

Arguments Against Single-Tariff Pricing
J
D Conflicts with cost-of-service principles
D Undermines economic efficiency
Cl Provides subsidies to high-cost customers
D Distorts price signals to customers
D Discourages efficient water-use and conservation
El Encourages growth and development in high-cost areas
D Encourages overinvestment in infirastrucmre
U Fails to account for variations in customer contributions
D Provides unnecessary incentives to utilities
Cl Considered inappropriate widiout physical interconnection
D Not acceptable to all affected customers
D Not acceptable to other agencies or governments
D Justification has not been adequate in a specific case (or cases)
D Insufficient statutory or regulatory basis or precedents
U Overall costs outweigh overall benefits
U Other :

I

E
||

Please provide any additional comments on another sheet. Thank you again foryour
assistance. I look fonvard to working with you in 1996.
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. ì ?'s

8  n o

._,. 3
2i;-i

- 8 :

£ 0 2 4
: Q

l l
z
o

g _ ,
c
: .
Q ... . .
g
o
:

¢ »

.2 , :
:z,=,1....

»
884.

xi
»̀ ,

1

|

4*""'\-vu

9 1
42:4

8

I

1 I pr f"  !
+"

: I : . ="*

' * t |

u L  * t
* 1 * -

4 - \

E : 8 . , : .

.
-»T*4~'E'.:E"'=

l ¢ ' ~ .

P
I' 4'-

. K i

4
FT

"\ ' i'? . x .

inos
§
;,==
aa.
5
9
9
8 I

E
i
!I

I

3
;



2
a

8§
Is

-|
>
m
'm Z.

m 8

cm I
o is

1

Q

TIZJU

$39-
§

mmwm>

gm.
5m 9.;

~~s2"§

Ge..r08)
Q

Isa 2;E 8

c' 4 SB. -~
Q o

co "1 W  : '
:r cm 5 <

u
T an 5 . - C

é 2 8 I El.
~s

g
02-IQ
' § `9*o

§9mzGK"u
,,,..
c cu_,...
m

Ecy -
E

839
:O%

3

5
8

Name of Multi-System
Irater Utility (Q2)

8

-|

35
'03 ma3 .A m  N N >§~lron.> _;|\)

Approximate Number
of Systems (Q2)

'Ea -4 of -A -L<55 o o oz-no ocooo
> 4>ionagmm w u w> noa lvoocn IConnectlons) (Q2)

Smallest System (N

UP ,L w 4

'K A 223 EUI -A o @ _r cm KG cm
o  o  m

n 58
on-neo _
U2-MO-AMO 'Largest System (N

Connections) (Q2)

<<
mnam m m
mmun m m

8 z z
m o o O O O O O O

'Single-Tariff Pricing
Approved (Q4)

33'°9'°to onA144-*0)
8 z z
¢ r e> > § §§§§§§ z Approximate Date of

Approval (Q4)

5 89:0:guru
2 8 9
QD :x 92

3
Notes8 5;

3

83 3

g

1



'oz
5

-4

F"
m
in 3

3
E

Cm _..
I- -» o cm

J m 2 l -

.c§§-é'3I§§§'§3'8;§4'20§'S'9°§>Q9

§§2§== 888 .
§§;3
Ag"
Z-

§3§§§§§= .§3§§§ s§.§
=§E;;§§§*§@;§;8°

§ : 3 I
LE 3

8

E
'5'8IY"-§» -1

waging
239288

g 5

93.883
J : a

"<'del, .
83 ~z

\lame of Multi-System I
Vater Utility (Q2)

£ 1

4 co

4

=\pproximate Number
of Systems (Q2)

,u
' N x"~ . , . N

85 Eu

/§@N@* §4N* I Q - X . ; . . \ . \ m ¢ , : N . 4-\NAMu\J>.-»cnc>u1¢o-\1.ot¢>O-INcacu0>01A<.»:
Smallest System (N
Sonnections) (QS)

-45:4-a.m 4- .4-4 m-\u.-x n-» ¢ocn§ 8A~2u1¢.no>£0m mm oowwno.-\An UImoo-+o"~-A*-Auomom-»sA,o>n.c>-~o<nm-\»noo
Largest System (N
Donnedions) (Q2)

Single-Tariff Pricing
Approved (Q4)

I
'<"'<"<°<'°<-<-<'<'<'<'<-"<"< -<"l-< -<-<-<-<-<
838838 a a a a a a s § s 8 » 2 § a w s a(D

m

rococo co cococoeocococoro io m Z co Z co co co co co
GDWAW o a . > m n n c n ¢ o ¢ . : Q -A -A M c n 4 - x o o

lApproxlmate Date of
Approval (Q4)

I Notes

g



13-1>
m

l€nh1
m 3

_.co8 mo_ In
8 |

4
m

-1

0QQ8Sr - -94-.33QQ,

a-6 '~s=(D $8

3

I -IW mum.8885 8 9"€§388§§§£

5 8

*§§§ .~
. - 3888'<1'U

.-49 3 §.8

§?"'§E9! -§=a5§§Ei

888°
4.54152

. ,H

t*¢t4J_, w

Eii
z>.8883:2
89°..'9
3 2 9

g
§

Name of Multi-System
Vater Utility (Q2)

v*1»*r
approximate Number

of Systems (Q2)'L-
¢n¢_ .A a>n .>8 ro< .>G s»¢n88~3 .= . r a8o r~>r~>1`

n.- - i v -w 4.95.--»¢.».>-=_--n A-\l\.>Q¢.Ln¢n¢oooo~lo~l¢oo>r\>-l-\~1Qo~4~l¢o-»o>
Smallest System (N
Connections) (Q2)

u -AM-\ iv U1-1|O.a-»- 4»4- -
o ~sco or.n~l<:><ooo u 1 o n A o o n n ~ l n n o o

Largest System (N
Connections) (Q2)

&~*i 4 <<<<<<<<< <44<<<<<<<
2 - E a a a a s s a a s wa s a a s za s a a a

ingle-Tariff Pricing
proved (Q4)

_A_x,..L_a...\._\..\..\..\._$.A..\°,.\..\,_\_x.A.x.-\.A..\
<o¢o¢oco<.o<o<oco:o<o<o¢o¢oco¢.ocococo<ocov.o

¢ _ m ooc n oa ~ l \ \1¢oooo>oomoo~z¢Qoooomw loo
approximate Date of
approval (Q4)

84,4 i

Notes 3

E
8

I

i



|

I
I

m
nm
m
4-4-
c a

< :
cm
UP
*U
>

1

Voe
w

~<_
<
m
3
m

m:r
o
3Q) Ion

I: -|>
3 m

m

m
18

2
38
c
G :

§ -¢~
, g

. . ¢  ,

~ In
i
i

O.

: J
Ur
,go I

I

E
9.5cm
Jo: 'oamm

'rt
BU
(D
m
8
(D
3

al
`E
~a>.2.49

Q I l o
l 3

E
8 °

.i> Q
D .. go.

I hw

"'+==¢=

843
go

94
ve

8

8

'0m 8: o
-Q

> 0:
3 3=
9 U5°§>"

'U
2
in'Q.
Q.'D
gan
(D
cu'c
U'mJ 6;3. Name of Multi-System

Water Utility (Q2)
o
3

@
5"
Q5

3

Jo$ ZQ.<b
88
3 s
QQ.
09
o

8 8
my
g.,-9

an

3

8
9
oo
3'o
~<

MY .8885
3832J3°'3§
§§ a°§§§

89
353
9.0

£3
o
3'om

- z:

o43:
i#

5
~<

. .
: ,
Ty?

HE
2 1+
1344

M N
a

UI

A
1-4
o
U I c a n

-A
UI 88883 8.%

*£l3

i t  .;
"9

;
Eu'A 0

Approximate Number
of Systems (QS)

~o
oh Smallest System (n

Connections) (Q2)z
:u

z
Jo

z z
no :u :u

z z z z
an 1: no Jo num >>

54or ro
Nco: $4

Izzy£<

4§2§: 19.
MQ* .Up Largest System (N

Connections) (QS)z
:J

z
xv

z  z
Jo nu

z
21 :u no 11 :u z 38§.0'l

an

ea
Q
no

z
>
ll
Z
9

z
o

z
o

-<z08

1m
3
8

'01J'01Jmm.mm8888mmmm 80:

£22 Q

`<

r >8

;. =

SingleTariff Pricing
Approved (Q4)

9:L
58 z

>
z 8
> 3

z
W

z z z 8
m m h g

Approximate Date of
Approval (Q4)

-<m

m

co
<.n
6°
co
of
cm

N~o
83°
vo-. .
.9

l l

Zo
4-4

3' 3 q;
:r Ru
a>

• (D
c ' o '
a 0 3
3
o
S.
3

( D

3 2
<

( Q

M n
:7.2 E.
41:8
X O r

3'oo
1
<1>Q.v.
Z
4 -

8
s

8 O
M O
m3 'D

Notes

*4

.4 s.

3%38*
4

8 §

§..... § 4
' 9 3 c ° 8238§=§¢3%§4=

om 8
5' 8

838 8
888- a
" 8
ggm

on 9. S"

3'm o
~8 mo m 3

Q 9. Q. m
8' o
: .  E 9"

i s : §=§-=§9?;g a-
i i8894 a §§2§§=3

8§§;8l
a 34 5

g
8

-...., 4534

m <>3c
~< (ll .9. m
(D
3
m

= . Qt:

.55

< L:

I

OGo.
-1
vo
e=
9..oos

O
8
m

2.3:9.(DQ.

8
2av .
210vo

I



|

|

aw, 8

T8'8>,3
a l l ~  .

ws'
-we.

1
m

228
< a>

2%
2 3

~`r:$8
o

» ~
e, ~. es

0 .~
$=? .

2.
q  r r . %

S  m  S *- l  9 ° ¥ .  g o
o : 3

.»s f :

s
"'1 .

.  " t o

Te . .
9

. ,, ng

.  2 .4: <

%
x J .al 7ln"5'

. .*9  -
FQ

.,.. s.
1

» 1

8494291
Rh
3*

I

r o?z_gg3§

Q10
¢v.9.3

928.
895

8`-6Dm0 9o g.
w

*a

f u
§a=

4 4

'u

¢ $ 3 3

4 , '_.¢
4 4 '
3

4 8 :

3, *

"'§'
;s =c*

:F
. 1

. 5
a

as .

Approximate Number
of Systems (QS)

Name of Multi-system
Water Utility (Q2)

cm

g
Q

E
2%
12
l o
9

18?
13
a .

I;
123
m4-0-
co
3

m
N

-I
>
m
|-
m

Cm
m'0
:>

z
88
C
n

I
!!

~o
~o

:w'w
asst;

i n

»§=§*s , C

333

£c*4
~l"':
gi i i f l
. w s . Smallest System (n

*Connections) (Q2)

9

my
'P
3'
:so

u

O .

IN

4 -

i » . 4 .

~ v~  |  *m . . 'i

-""* "'*'
8€" 1:' x* w- .

1; '8`_
'~B u

f s l
_ ' . ,
4 4'.¢9 { ~  .  9 )

-1 ;'=i".-11%
:8 ,g §. .1,¥

" i L I Q Q : ~fa- i  -9 il
. n! -. e>_ IT

*~ . §,.8i8§

. s . f » i . =  " f * ; *. : : $ n .
. 5 8 5

".i.3<.
u m e *  4 - *w i t |

_. .  I I J

z a g s
: q = »  n 4

4
,»»3 :8*§

i..~

3 5[44
i i *
14"
.:~!

is ..=
ai.~;-
i8. ..»

.
. ign-

3 8 5
'  \ ' § .

95;158

i s

5E:8,
84£ Largest System (n

Connections) (Q2)

E

5 . ,
. 4V 4.4~ ..

41  , ~ 3 2 1 I U
=..»,§»~. 4 *=; Q

2 . .  " s » , * » N *

,  _

1.  r  "4

- I H I s l
. I

.  4  :

.S
~.~3" >

L. 4 .̀
(7 ' "I IB go

4 iv !
4

s
>a~;.&~if~ wZ

>
ll
Z
9.

~;

E

i

38
Single-Tariff Pricing
Approved (Q4)

9?
' U
-cs
: : :
o
no
2

.re

Approximate Date of
Approval (Q4)

8
ll
Z
2.3

' U

80F!- Notes
z
5-4

'44 _ ~.
.. /* '1? ;  v :

. L l f é f r . - * .
' , _  8 .4 »

. . . -
8  » ' , .

fe W "
. . '  . . . I

.  2 84. ..j,455

._. .4

~. 8 $84
. ~.' "

1 KG,H L . . , .\."f '*~
;'£7*.II-"

. ~ - - ~
. . . . um -.
L ;2; 4

. . ' xrz r
. fa _:~..  in

:  3 .

4
4 *»,

.1=:. , . , ; l
v= > ~ . ; 1

, : " ~<=. ;:
*. .F..4 _

'ex:=*I f

V*u=F

8
4 a  . i v43

o

3 8 0
` 6  a # ` 8:u Qt
3 3 4
3 - - l o

;<.,->
* B Q
8=4Q
Q
Eu"

o
: :

ll
zo

.
c
2.
Q.5.
2o

no
vo

2
8;
3:Q-
€
a
a
" 1

g
m

I
I
I
I



Is
lg

13

m
'm
m

3

lo:
285.
0*$M»u

-Q.'Dm

m
4$83 2

' g ms w a mQ _

o
5 2
9.3

ao"a
3°9"38.§3§m!

2*<;
292 §§a
869385

mp*

l\Jame of Multi-system I

o. o 9;

7;35L c
..» W '03~...
¢ m ° m . r m E a . u 2 § a

.=.3.»8

§ § l g § 8 § < a < 3 ~ s
2~<0=-:§ =»m

ea

§§§§§§ww3§3§§§=§=§8§::mm
-'-'_ § o
31:5 3
E "iv '--I.»¥ §5@§=9§!

-§ @§§Q§
8383
5*8_

w e Water Utility (Q2)

3
n D no é3 _ m

=-==! lm
§

IN

9 18
l'uW M A4 W N ' N @ W W h & W N M h & U ) § ; N @ Q @

Approximate Number

of Systems (Q2)

Ir'

zzzz zzzzzzzzzzzzz zzzmmmmmmmmmxmmmmmmwmxmmmmm
Smallest System (N

Connections) (Q2)

zzz zzzzzzzzzzzzzzzz zzmmmmmmmmpmmmmmmmgmwmmmmm
Largest System (N

Connections) (Q2)

<8<Qk <~<8 <<<<<<< < <<838§%38 a$aamaas§s§aaa
Single-Tariff Pricing

Approved (Q4)

§.1 v
~<4

. x
. Approximate Date of

Approval (Q4)J O J 0 2 J M Z J § W > I ¢ U 2 7 2 J 5 0 I D 2 J 5 0 I U J 0 1 ' » U > > J § F U 3 0 2 J
i

.J

4\;.»~

' * 4

'-£4
it 8 l

Notes

5

g

|

4



E

la»'m

m InIN":
<Q.§8g~

Of' -
U
:J

~2 a l o

'§ 38=§°§ ~@Q® Q=§§~
m .4-f-w3;8" 4

°° Jo?
Q C : O

88+ 4*

"Ha m .-."1
3 9 28 3

o<8°
E 0

~2 .2

m m (U Q 3 m
(D m UI

35 3 *s o
o o n 3o o oC : c
9295

8 3 2

UCD=@,§
m.8.m"=.l3§

EE/in »

~£4=
2

am
Name of Multi-System
Vater Utility (Q2)

nwwwawwoaoamcnmwwromrowwwmosmm
Approximate Number
of Systems (Q2)

zuzuznsuzwunuzlsusuauzunuzzauzzznzuzuzunu
I

Smallest System (N
Connections) (Q2)

:u:u7a112J:u:ux:Ju:u:u:u:uJu:u:J11:u:u:u:um:»u:u
Largest System (n
Connections) (Q2)

Z
(D GO
m 'UI

Single-Tariff Pricing
Approved (QS)

< << << <<< <<<<< <<<<a§aa§aa§§aaa§§aaaaa§as~
`U-5 1 'D
3616 *Zz

1-0 .-.-0°$°mmm
¥ ._\_;

8§88§§89®>>Q83co (D z z (O approximate Date of
¢\pproval (QS)

g

Notes

E

I
i



I
I
I

I
I

;

I
I

I

I
I
II
iI
|

E '

-i0-u

.9-

>
ll
Zo
r v -

as'u
83.

n.

o -
Nu-

_cn

o
up

If
zo

3

o
;»

3
ll

g

W

z

v-i
o
N

9=
3
9.
9'

3882381
§3§36¢

gi; 3 31
3 a

Ag ¢§;3l
8° 8828.

Q 93
8339

63 83
Qgg 8888
0 882%
3 3 §88
d i e  Q Q '

8= § §"l
8 3828
gag?
§§"88.
389gs

9?
38
88
"Q
8

8§°-33

4888?9§

33
=§ 338;5.
3,<
m cm _.
8- 2
0 (D
n §.  9.
J 3 - 1

m
< co := 3

m

-1

8o
:L(D
g .5.
m
oo3

g
8Q.

3
E
an
a

cm
-<
cm
R u

Q
3
c
Q:
as
co
an

o
3~<

m
3

m
m
'U
m
3
(D
a>. .
(D

c
2.._
Q

3m~<

3

Eu o
w93

a .8.4-'~
9.
01
m
3
Q .

3
E
*:.°.8 a
2
5 .

¢ o

4- 4

: -
co

§.
F *

Z
:1

: -m<w
m

(ii

~8 `D Q 3

»-> 3
S c  oGO 53

"1 3 |
m 8° o

8
8
QQ.

- s e

8'3°
9 9
QB

83<03
gr'
0

,-.
o

m

6
m
mF*

<m

'4-
m~<

'_==;~:I7"*T*~ I
==~.4. . s
s.'8g ~éa~=a§ 1' Y  " ' * '  . .

g t a1=* . s
4  9 *  a i - . .. 4 9 .: r  .

~ *

#a * ~ z
5

*~q • . d

.9

i1:4-§€.'.:+*l\
8

u s

, 'Q .'» . 1.
*Vt . . '*. .

1 41 915*. . . r _;

..* g t

5  i i  »  K
t.". . :  . $ . . * . §

- ~¥ § ; ¢ = 8 . 4 f i
J * . l ; , i.>8'r9l

L"§13,§
u

9 4 .
r .

. :
"  4 I» 1 .  : ;  1 "» 1 j  . 4

° *r
If hr

= = : = 5  . .

4  8

8<=;. 2*
4 i.

-152:4,wg.

*= 8
. 9. 9.

z § ~8§°8 3 g §

veg

14 >§

,é .§.
§'§: :

§
. .g l>;¢;
4 ¢  , ,

'  4  .
I 44

43441

is
:

4 I
4

=4;

8 3 2

' <:!3`»

3 :

4

, .  »

4 " ; "

\ ; Q } * \  . - .

. k w I . .

1 N
i i ,  £ '. X .

= ; {

. . \ so M*
, L';~..°~;~a _ _

a  o n

, . . .

4 ; '_

1 p

=8,. 1

L »
-1: :.'_U ..,_ z

3 %

x?

I i $
+lr1.,. 'I

*.'-"a_
•

1 ' -
. M *

T. 'l=
*--1- .

IW .

1
• . . J l

\ .;
. ,n * "*1) .5"~*.I§

' - v » _'T' .
i i ' - .Q v w

;;.:,
I";
-#1

» "  . .» . .
_,x-
AMIv

i>~;.
;~~,,__

. 1

. - l
: - ' 5 ! '

* * . \

7 *T .

1

Hz

Y

Ki?
I*

M k  »
,.

$4
f

4:gg

1

;

x

g
* ~ 4
as
'Cr
' G

883
"~* o383

°881..

@ > i ¢ ~

4

4424-44

' g

N ro ro N N

al
to

9
§

z
: u

-< Z Z8 oo

z
J o

z
to

z
J o

Notes

Single-Tariff Pricing
Approved (Q4)

Approximate Date of
Approval (Q4)

Largest System (n
Connections) (QS)

Smallest System (n
Connections) (Q2)

A p p r o x i m a t e  N u m b e r

o f  S y s t e m s  ( Q 2 )

Vs'
w

a
la
s
s

I  9

S

s a m e  o f  M u l t i - S y s t e m  I  §

V a t e r  U t i l i t y  ( Q 2 )

- I

5:
1.8

. 5 `

Inn

:a

8

1%

'0

3

3
14
a s

Sn
:s
a
in

- I
>
m
| -
m

m
N

2
gCn

C
cm

9
>>

I

a

a

:

i

A
x

I

a

Ix
I|

I

I
I
i

\

FF°

r :

oo
l ao:::Q
so
n
a .

acy
- |

3
8
o z

I
I

:
E
E
I



I

|

mrc-
Blre
m

3 Cin
go
>

Fl*

»-l~
Ru
m
§3§§

leam'u 3 <2 C :
o 3  3
3-CD
D.

cm
c
3
3'0m¢£._.82m<"

E 1 3 3 3 E l ' 0 3 ~ 8 Q

(D 9
FFm

-1
>

: m|-
m
m
N

2
33<:Ru

8
a IaC
£22

EICDUI l o

are of Multi-System
Vader utility (Q2)

i

I

f\) No _L ocm5 .1 .x N I I I

Approximate Number
of Systems (Q2)

on
9_L N O-scncnomo-\on I I I I

Smallest System (n
Connections) (Q2)

ca
_L N._\ co

ro on o
_n 01 4 Q ..\
UP ~l (ll o on .| a I I

Largest System (N
Connections) (Q2)

I I z x I

N .4
_L C) ro row A o co

SingleTariff Pricing
Approved (Q4)

I I I I e I I
approximate Date of
approval (Q4)

I I

notes

i

<1
O
=
m

o
: :
Q.
8(U
D-

9
cu

i

:u
£1
nm

I



I

|

t

I

FF
m

upF*
ml+
m

`n 1"1z
9 9 o
p a

' u8 o
g  3

co

S
3§3§§

¢8.n>§.§-

3183397-
*I
m
o

o
m_

(D
m
- 1

co
'U
o
3
m
Q.

g

g g
to 3 8 8 3

_ . " 1

"HQ E`D :J up 3 3

Ea'
Q.

m
N

C!
8
'-u
:>

Z>
go
O 1

!

w
c

3mm _QS 3<~4233»§§$2
U
N
So'
8'

m
m

I: -I: >
=  m
T '  | -
cm ml~<
m

m

13

5
FT
m
- 1

C
.".!t

I

cm

33 -4 '0-<m
28382

as- U
m
4 +no
8'
- I

z
o

Q
8
'P
9
1
=..°~

~.:.*
5
m
m

Q

8m
11m
* -
4

a.
E:anm

=

\lame of Multi-System I go
Vater Utility (Q2) no

Q.

QS
he
m
14
m

|

10
-*O(DU1¢.»5--870l I

. 4
A

I of Systems (Q2)
approximate Number

u

oi
!

>-
o4:

of
a o a r o r o l I I I

w
N O

oooooaoN-ION
Smallest System (N
Sonnections) (Q2)

13
|

I

I | I e

N- e a
| I I |

cm
ro ro

-A UP (D
N of  o(A m no o N

4  A A o 0) z I : I

co
01~1

- \C >O
o o c o v a o --lb!-\O@| | I I

Largest System (n
Sonnections) (Q2)

1 o 2 c > Single-Tariff Pricing
Approved (QS)

Z
>
II
Z

o3 in

~@R 3
m  8
§
Em m

28P mm m
§9

<c 9)
Vu Ea m. an

91
8
8
8

a
voQQ.
-..
9

m
3
'g_
3'
8
o
Q

0 :

m<
m
a
an
m
a.
o

I I I I o I I 1 I I

_* _x
A N IOas o o to

'u
' U

o1-r
m

O
m

u :_ I : I I zI I I I
_L .4 -K .n

w co <0 co (D
o of m m UP

A Ru UP m
I l x I

Approximate Date of
Approval (Q4)a-

_no

5
£2
'D

o9
"1Ru

3
CD
.9- Notes i

z
'~<

ll

3
'E'

: .upD.

n
o
UI
O._.
Q-
u.-.n
D-

5F*
(Dsq

O
is.
O
:=

iv
'it
go



(D
:J

m
3

cm

<9 m 3

8 E cm

2 _. m
m m o E' § s¥8.,s§",=

gggggggggxx
m m :z g. an m m ;

m Hz 9. m

J

D) w
o
Q' 8

m
m

-I
.> >
__ m
3 hi
:: m

z 5 z z z < » z 5 z < z < zz § § o z z z z z _ m . . z - k g - _ z Regionalization
incentives

z - s z z zZ n < _ o z z z z z >$>3>8>>
Mitigates Rate
Shock

Z1<z3E°izzzzZzzzzZzI 2=$;§§§§§ IUniversaI Servioe

z H z , z z z z z f z z z z z z_ Z z _ _ z z z z _ z _ _ z § _ 8 > . > o > < : : > > Regional Ratepayer
Equity

§8 zz-z z zo z z z z z _ z z § 3 zS§ § z z§ 3 Service Affordability

zzz33gzzzzzzzz;§?5§§§¥z52§ Small-System
Viability

I § § z § § § z z z ; § ; Z 5 ¥ § § =§§§§§§§§ Compliance with
Standards

Ea zZ E Q Z Z Z Z Z -  z §3:§§3$§§§;<§§ Similar Ratemaking
to Other Utilities

9 buzz; z  2 zzZzz -<§3 §<'§§§§g§§h

z-5 z z -< -< -<

?2z2zzzzzz3zzz zzzz zzzzzz_ 440 -2>4o>8>o>o>>

Lowers Admin.
Costs to Utility

Lowers Admin.
Costs to
Commission

Regional Economic
Development

? Z z E 3 z z z z Z z z z z Z z Encourages Private
Involvement

z i z z z z z z z z z z z z z z z z z z z Encourages
Investment

T

2 Z 5 z z z § z z z z Z z z z z z : z 5 § § § 5 z z
* Ha
14"
Ag Interconnection Not

Required

z ° 5 z 5 Overall Benefits
Outweigh Costs

s
233M2222

Number of "Yes"
»Z§é<.¢>ll>4>.>¢»>> Responses



'1 N 3
m

o
TJ

""2'8
m1918

12c o mm 1:38§§§$3§¢ §QQoozzzzzzz§
BTW 8

s_8"° ..$°'9 S 98.33
o
9

88 J
m 5.58.34-(DUI~<mxI\I--._x 8

.T~.=

3'
Q

m m88882282
ooé3m m 13

18

-I
>
m
i'n
m

i

zzz§§§ U
r

-<z 2-<-<2-<§9>33>*- - zZ55Z2 Regionalization
Incentives

z g 2 g f f z z é g g f z f f z f z-<-<zz. '"'8>§
mitigates Rate
hock

I

§8 - z <2<$z `z zz universal Service
lm

BuZz I
zzzzz° '<§zzzzzzz£ egionaI Ratepayer

§ 3 > o > < . . o § $ F > o 4 o o > o o § § Equity

zlz6é6'm m m §§§3§§§525.g 1
9

5 ; go § § Service Affordability

Ill

18
1

zz2;§7§§§3g§§52S(l\ v U! 985 Pg; Small-System
Viability

Z Z Z Z I

I f§§§3§§§$§g3: rig F§§
Compliance with
Standards

i - -<-<-< . W s§£ggg§§3§,€ z - < z < , z_2'">§3§3§53l2§> Similar Ratemaking
to Other Utilities

Z ; z 1

I zz 5zz5§§5z5 : -<:§98§§

§§§§33§§5§§3§8§§ §§
I
4 '

I

r -< z zr§s§>>

Lowers Admin.
Costs to Utility

Lowers Admin.
Costs to
Commission

Regional Economic
development

H z z z z z z z z z z z z z z z z z z 2 z z 2 z ncourages Private
2 o o o o J > o J > ¢ - o > o o > o ¢ . o o ) > o o > J > Involvement

*V

x
~g"

4
*4

:§_2 encourages
Investment5

Z Z z I §§§§§3§§5225=55§§Z§§ Interconnection Not
Required

BuZz I z zz <5 Hz:z zz Overall Benefits
Outweigh Costs

zZ z " i i z z z z z z z z z ' ° z z z z `" Z § o § M " § ¢ - o > o o > o 4 o ' " > o o > > Other

z z z z z Number of "Yes"z-~ a>3̀G>»-\>au>EA>-~3>m3¢.o<.>9 oo~>§§ Responses
E



E

cm
ea
FO
m

4 c :
cm
i n
-u
>>- I

ov-r
8

>-I
>
m
|-
m
m
w

!i
|

1/1 MW

4818
m

cmBuZz :OO
E`m 9" 3-l_'U § )

Q.1;='§<l53
QQW " QGm(/2

u 'Cgm
22
o
:I U

m
1-4-
m

-1La
:
3m:J
H-m5.

2
88
c:
Q

I

I
!
I

!
4

I

u m
oc..
M W :C m68'021
:i 5co
s~°-3

.,',¢n
3 a>

3 nQ.3-
l<.n _L .A

m au of m cm

Regionalization
Incentives '11

m
<

I C

lm .4 _x
m m of A \1

MItigates Rate
Shock

3

9:
3

a"'°
-.»-°:z:§

3`8»=....,,=.°'
2 . ' *<
'9_m'
q>m
m I on

_n

Jniversal Service

I

QQ
m

2 m
-| -. U
8 cm

o

_* .4
m cm m of of

|

!

i

G o
E..-u`g__,_,

S O
n \ it _x _L

Q) CO of cm CD

Qegional Ratepayer
=quity

S" Service Affordability I
s

I cm ..\ _x
m m of  co N

la: _ _*
m cm of of of

Small-System
liability

l m .4 _L
ca O) of  N o

Jompliance with
awards

no
c:>-a UI.L

.x .4 -x
m m of _x o

Similar Ratemaking
Other Utilities

UP_x _L ..\
m ca m cm m

UP_*
_\ _x

c> m of  w of

Lowers Admin.
3°sts to Utility

Lowers Admin.
Mosts to
Commission

Regional Economic
Development

3
m
3...-so

30
9.

8
o o
3
3.w
SE.
o
3
Q.
Q.
g
Bm
o3m
o
'U
2
§.`
up
5"

UP_x -L _L
ca DO of of on

Z
;>
ll

oz
.g
'g_§

U'
UP .4 .L

m cm of co N

fnoourages Private
Involvement

pg-
(0 Encourages

InvestmentUP_x -L _s
m m on c> UP

8 9. 3
mmi c

Vu5.

_S
'B
5-5.
5.
a
a
g»_
m
8.
mu

3
m,n .
.'=

8
- |

g
m
o
E
cm
9.

gm
o
- n

M
S'
:pa

3

m
UI. a

_\ ...L
m O) of of w

Interconnection Not
Required

g
i
i
1
1

I

.Fi- UP_x _L ._\
m m of  N  w

Overall Benefits
Outweigh Costs

Other
UP_x - L _ L

U) cm of so N

Z
FT
ll
z
9*
"10'uo
3G

E
ll

3:.
c
: .m
9:
25.

I I | I I I

Number of "Yes"
Responses

n
o

9.
98
o.

e8
se
8
8

.
I



LJ :-.ac:L 3'm
3 3 " ° 0 3 1 - 5 9

m

3 888°
m
Q

E

m m m m
: 3' U) W w

3
3  E n .

mm

55.3

4 I Q ] U O O O > > > >
m (D Q 2 Q Q. 8

3  8 5
0 o .3

l?;
13
18

l>

-|
>
m
r-m
m

z5zzz5zzz;§; £8 2'§§§5§§ Conflict with Cost-of-
Sewice

z z z -\ _ z § 4 § z z z z § g § § ; § € z f z z z z

z ° $ z z z K -< -< -<z 3 4 0 z z z z 3 z Z Z z _ z § 8 § § § 8 § §
F

Undermines
Economic Efficiency la:

Subsidies to High-
Cost Customers

§§z33gzzzzZzzzzzz5§€§ §§§§' Distorts Price
Signals

lit
18

Z Z Z Z Z ~ z & Z z z z z 2 z - < z z z f . < z z z Discourages
§ " . ° ' ° 2 z o f - > < - " l > o > > o > § %icientWater Use

zz zz' " z z -: -< -< -<_ z 4 § z z z z _ z z z z _ z . § $ § 8 § 8 § § Encourages Growth
in High-cost Areas

z z z 3 3 g ; ; ; 3 ; z z z z z % g § Encourages
Overinvestment

.
z  8 : 3 § z ° z z z . § 8 bE gggggggg Fails to Account for

Contributions

gg 23g8zzzzggggzggég8g8gggg Unnecessary
Incentives

25222448454zzz§?5§8§§5¥§
§Zz33§zzzzZzi §8

r

8§
c - ; < 2

_ z

Inappropriate
Without
Interconnection

Not Acceptable to
All Customers

§ § Z E E § Z Z Z Z ; Z Z Z Z Z Z Z Z § § § § §

Z z z z z § z z z z Z z l

I

Not Acceptable to
Agencies

-<'"- z z z Knot Justified inaZZZ.. Z 2§Q>° §§ SpeciEcCase
Z z z z z z z z z z z z , z z b u z z

s~ Insufficient
Precedents

Z Z Z Z z\ _ Z ' , _ ' _ o z z z z z z z zé Zzzz Overall Costs
Outweigh Benefits

- f - 4 < 9 ` 2 " 2 > - 0 > 0 2 > < : > > o > > Other
E

z
b u z z Z Z ; z g z h ® z § E 3 § ( Number of "Yes"

Responses



:J
(D

m
S E

(D cm in
8 9 '

11: Q. 9o " .a_.J_
;3 S.;.» m

(9 »-»
H  B l  X
3 :' nmQ UI

c  o cm o an

o of-»253

5 3 o m
m o 8  1  E E

Q
I
I

LB
13as

CD
CD

m 4-
"1 8* 9

3§§§.§.¢» Enmgogggoo
sp5-°§a'°
m " " W § '

r -in

-1
>
m

'm
m

>
b u Z z z z z S z z

13

z 15 z z Conflict with Cost-of- !
§ c Service> >

z z Undermines
> °Z o § § Economic Efficiency lcn

z z z z z < 5 z 5 z z z z 5 z z & < - 5 z
~" > o > § > 8 " ' § é § >

Subsidies to High-
Cost Customers

b u z z '2;z;$z§§§E§>°Q¥€ -4 -< Z Z
I § o 8  §  >

Distorts Price
Signals

14

13
4

Z Z Z Z | ,§°z§3§§g§§§3§":§8§§§ Discourages
Efficient Water Use

1 " Encourages Growthz z z ZZZZZ z z z z z z z z
2 ~ 2 § o Z § § > o § ¢ . . 0 > o o § § < _ 0 0 > o o > > in High-CostAreas

Encourages
Overinvestment

Z Z z b u z z z z z z z z z b u z Z
I*
4- Fails to Account for

Contributions.
I

H z z z f z z z z z z z z z z z z z z -
o

Unnecessary
Incentives

z z z a z é g §g§3§§§8§83§~Z2 go
I 4

I
|

Z Z z Z
I
J

? z 5  z z z z : 5 z z z z -<-go

Inappropriate
\Mahout
Interconnection

Not Acceptable to
All Customers

Not Acceptable to
Agencies

'3

B u Z z Not Justified in a
Specific Case

Insuf'Hcient
Precedents

Overall Costs
Outweigh Benefits

E
Z Z Z < , » w w 4 > § N § E Number of "Yes"

Responses



i

i

| cm
F F

m
m

I

I

i
I
l
x

:

|

-4o..,
91

9.
-<

Z m
m

i
I

032
58 m
<».§='°Ana''°88
:co
O
5.

cm
f:
3
3
N
~2
U
m
Ar

>
- IQ
c
3
co
:
4-+m
>
Q
Sn

-I
>
m
I"'
m
m
-1>

8
53:>
Z
goc:
Q

H

:Q
F *

I-v~

us_L
4 _L

07 m co ~4 A

,inflict with Cost-of-
Sewice

I Lm .L .L
m C79 on on co

Undermines
Economic Efficiency

I us .L _x
OF CO on <0 N

Subsidies to High-
Cost Customers

i

I 01
_L

_x _s
ca m on 4> \|

Distorts Price
Signals

I on
_L

4 . \
ca m m \I A

Di$ggurageg
Efficient Water Use

21 I up - I .4
GOm w \ | A

Encourages Growth
in High-Cost Areas

I
I

o
I cm

Encourages
Overinvestment

I
|
|

.a row m m o ~-\
F-li
I"*
ca

Fails to Account far
Contributions

I
I cm _x _L

as m m UP ca

I cm
_n

_L _L
as m of <o N

Unnecessary
Incentives

UI.L .n
on m m m m

Inappropriate
Vwthout
Interconnect:tion

Not Acceptable to
All Customers

@
-I:-¢D01cm
=\
8.5.
fam
a
con
an
S
=a
s.

g
mUo
s
'5-m
N
8c
3up
m

8~
9.
cm
n
3
3.
m
an

o
o.
8
8'
2m
2o:s
m

o
9

'u
2.
5:(D
go

UP_x
_L ._\ .x

m m ca a-L o

Z
>>
ll
zQ-v
aw'is
83-
so
E
.SY

UP
-k

_L
cm C) m co N

Not Acceptable to
Agencies

z
7°
ll
Z
9.

cm_x
.L .A

o> CJ of m an

Not Justified in a
Specific Case

UI_L
..\ a-L

o> ® m (D N

Insufficient
Precedents>1(D

'U
o
1(D
E-

Z
4-4

UP..\
-K -L

Cl m on (D N

Overall Costs
Outweigh Benefits

ll
zo

Other
UP. -A roU) C) of .4 o4...

c
3.upca.
O
Sr.
O

II I I I I II I I I I

Number of "Yes"
Responses

O
o

8
ET3
o .

Sl-+
a
-1

3?3
0:



Bella Vista Water Company, Inc.
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DR 97-058

pennichuck water works, inc .

Petition for Permanent Rate Increase

Order Approving Settlement Agreement and Petition for Rate
Consolidation

o R D E R N O. 22,883

March 25, 1998

APPEARANCES: Gallagher, Callahan and Gartrell by David
A. Garfunkel, Esq. for Penni chuck Water Works, Inc.; Ransmeier
and Spellman by Dom s. D'Ambruoso, Esq. for Anheuser-Busch, Inc.
Amy L. Ignatius, Esq. for the Staff of the New Hampshire Public
Utilities Commission.

;

PRQCEDURAL HISTORY
Penni chuck Water Works, Inc. (Pennichuck) serves the

southern New Hampshire area, operating a core system that serves
Nashua and portions of Amherst, Merrimack, Milford, Hollis and
Bedford, as well as 10 independent community systems serving
portions of Epping, Derry, Bedford, Milford and Plaistow. On May
28, 1997, Pennichuck filed with the New Hampshire Public
Utilities Commission (Commission) a petition for an increase in
its rates and to consolidate the rates of the core and community
systems, even though the systems are not physically
interconnected.

Anheuser-Busch, Inc. (AB), Penni chuck's largest
customer, sought and was granted intervention.

0 Pennichuck requested an overall 26.98% increase in
permanent rates, on a consolidated system basis. In its
testimony filed July 10, 1997, Pennichuck also requested a
temporary increase in revenues overall, to be derived solely from
core customers, which the Commission granted by Order No. 22,683
(August 18, 1997). The 5.12% increase in revenues, on a
temporary basis, excluded the community systems and all
commercial and municipal fire protection customers. This
resulted in a 7.8% increase in rates to those core customers
affected.

Subsequent to the temporary rate order, on November 6,
1997, AB filed testimony of its expert witness, Ernest Harwig,
opposing rate consolidation. Also on that date, Staff filed
testimony of Douglas w. Brogan, James L. Lenihan and Mark A.
Naylor. Staff witness Tracy B. Guyette tiled testimony on
November 13, 1997.

On December 5, 1997, AB moved for permission to file
rebuttal testimony, which Staff opposed. The Commission granted
the request and on December 23, 1997, AB filed rebuttal testimony
of Mr. Harwig. Also on that date, Pennichuck filed rebuttal
testimony of Stephen J. Densberger and its consultant Janice A.
Beecher. On January 6, 1998, AB moved to strike Dr. Beecher's
testimony, which Pennichuck opposed. The Commission denied the
motion to strike. On January 22, 1998, AB filed surrebuttal
testimony of Mr. Harwig and on the following date, Staff filed
surrebuttal testimony of Mr. Brogan.

On January 30, 1998, Pennichuck and Staff submitted a
settlement Agreement on all issues except rate consolidation.
The Commission took evidence on the Settlement Agreement and the
contested issue of rate consolidation on February 3 through 5,
1998.
II. SETTLEMENT AGREEMENT

The settlement Agreement addressed all issues except
rate consolidation. Revenue requirements were calculated for the
systems on a stand alone basis, with Penni chuck's explicit
statement that it did not agree to stand alone calculations. AB
did not participate in the settlement negotiations on any issue
other than rate consolidation and took no position on the
Settlement Agreement.

Revenue deficiency for the core was set at $511,230 and
at levels for the community systems ranging from ($7,158) to
$41,791, based on stipulated rate base and net operating income
for the core and community systems (found as attachments to the
Settlement Agreement) . Pennichuck and staff agreed on an allowed
return on common equity of 10.35%, a cost of long term debt of
7.4l%, cost of short term debt of 7.43%, and a treatment of a
parent company infusion as short term debt, producing an overall
cost of capital of 8.34%.

The proposed revenue increase would be collected on all
but private and municipal fire protection customers, based on a
recent review of Pennichuck ' s 1992 cost of service study that
indicated an over-collection of fire protection charges.
Pennichuck and Staff recommend, therefore, that fire protection
rates remain at their present levels.

Pennichuck and Staff also agreed to a step adjustment
to occur simultaneously with the increase in permanent rates, to
reflect plant additions completed onor before December 31, 1997
that were made in conformance with the Safe Drinking Water Act or
mandated by the city of Nashua and/or the State for highway work,
or any projects in which $50,000 or more was expended on non-revenue producing items
reflect one year's accumulated depreciation and related deferred

In addition, the step adjustment would

http://'www.puc.nh. gov/Regu1atory/Orders/1998ords/22883w.html 4/22/2010



New Hampshire Public Utilities Commission Page 2 of 4

taxes and one year's depreciation expense and property taxes in
connection with the approved plant additions. Again, private and
municipal fire protection customers would be excluded from the
increase.

The proposed permanent rate increase, excluding the
step adjustment, is the same as that approved by the Commission
for temporary rates; therefore there would be no recoupment for
the difference between temporary and permanent rates . Rate case
expenses, however, would be surcharged over a 12 month period.
The actual amount of rate case expenses will be determined after
review of a compliance filing Pennichuck is to submit upon
issuance of this order.

Finally, regarding depreciation, Pennichuck and Staff
agree to use the "whole life" rather than pennichuck' s proposed
"average remaining life" methodology, for an annual depreciation
expense of $l,272,79l, which results in an annual composite
depreciation rate of 2.44%.
III. POSITIONS OF THE PARTIES AND STAFF ON RATE CONSOLIDATION

A. Penni chuck and Engineering Staff
Pennichuck sought to consolidate all of the community

systems into one set of rates, even though the systems are not
physically interconnected. Applying the settlement figures,
including the step adjustment, the consolidated rate would be
approximately $253 per year for the average residential user. By
contrast, again applying the settlement revenue requirements but
keeping the rates on a stand alone basis would result in an
average residential core rate of S245 per year; the community
systems' rates would range from $291 to $1,166 per year, Single
f amity residential customers in the core system, therefore, would
pay an additional $8 per year under the rate consolidation
proposal, while most of the community system customers would see
a decrease in their bills.

In support of the rate consolidation proposal,
Pennichuck argued that the community systems would benefit from
Penni chuck's ability to upgrade or repair f facilities as necessary
to meet environmental mandates without fear of overwhelming
community systems ' customers. Because the community systems are
small (ranging from 29 to 458 customers) , any significant capital
improvement can result in a significant increase in rates.

Pennichuck anticipates reduction in regulatory and
accounting expense if the systems are consolidated, and predicts
that with rate consolidation it would be better able to consider
purchase of small systems in the future, as the Commission has
encouraged.

Penni chuck's consultant, Janice A. Beecher, testified
that commissions have ruled both ways on rate consolidation
proposals, and found merit in Penni chuck's request. In her view,
Penni chuck's community systems are simply too small to be viable
on a stand alone basis.

Staff engineer Douglas w. Brogan testified in support
of Penni chuck's proposal, concluding that the viability of the
systems and their ability to come into and remain in conformance
with environmental standards would be greatly enhanced by
consolidation with the core. He analyzed characteristics of the
systems and asserted that they bore strong similarities to the
core, further bolstering the arguments for rate consolidation.
He distinguished this proposal from the Consumers New Hampshire
water system in which unhappiness with rate consolidation was the
source of much of the impetus for the town of Hudson purchase of
Consumers New Hampshire's assets. According to Brogan, the
Consumers New Hampshire systems had different characteristics
than the Pennichuck systems. Fur thee, Consumers New Hampshire's
service and water quality and utility management were not on a
par with that of Penni chuck.

Brogan stated he would not support rate consolidation
in all cases, but that the particular circumstances in this case
justified approval of the request. He felt the approximately $8
per year increase to single f amity residential core customers
under rate consolidation was justified by the benefits that
accrued to all Pennichuck ratepayers, and the overall rate of
$253 per year was just and reasonable.

B. Anheuser-Busch, Economics and Finance Staff
As, Penni chuck's largest industrial customer, opposed

the rate consolidation proposal. AB's consultant Ernest Harwig
argued that consolidation of rates, also known as single tariff
pricing (STP) r was unwise regulatory policy because it breaks the
connection between rates and costs. It changes the economics for
water conservation, especially in the community systems, because
the rate decreases produced by STP weaken the incentive to
conserve. Mr. Harwig indicated that the subsidy to be paid by AB
would be $20,000 annually, and he rejected the notion that
Pennichuck is one large consolidated operation because of the
differences between demand characteristics of the core system and
those of the community systems.

Applying the Settlement revenues and assuming rate
consolidation is approved, AB's yearly charge (pursuant to a
special contract) would increase by $99,990, from $481,417 to
$581,407. Without rate consolidation, the increase would be
approximately $20,000 less, as testified by Mr. Harwig.

The Commission's Acting Finance Director, Mark A.
Naylor, testified in opposition to the proposal, arguing among
other things that by blending the rates there would be no
tracking of the specific costs of each system, In response,
Pennichuck stated that while it would not keep full books on each

http://www.puc.nh. gov/Regu1atory/Orders/1998ords/22883w.html 4/22/2010
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system, it would record and make available all costs on a system
by system basis. Naylor questioned Penni chuck's anticipated
savings in regulatory and accounting costs for two reasons: 1) it
could not quantify those savings and did not provide for any
savings in this rate filing, and 2) its response noted above that
it would track the costs of each system and this would appear to
erode the anticipated savings. Mr. Naylor also testified that,
unlike other regulated utilities which are moving toward
deregulation as a result of alternative choices in "supplies" of
product, water is unique in not enjoying such supply
alternatives, and price signals to customers become even more
critical in properly managing water resources.

Staff Economist James L. Lenihan also opposed
consolidation on the ground that the systems are not physically
interconnected and, therefore, should not have rates set on a
consolidated basis. According to Lenihan, the community systems
should remain on a stand alone basis in order to reflect true
costs of each system. The "subsidy" by core customers, although
small, would be inappropriate.
IV. COMMISSION ANALYSIS

We have reviewed the Settlement Agreement and testimony
and conclude that the Settlement Agreement is a sound resolution
of the rate case issues. We recognize that Pennichuck has faced
extraordinary costs due to highway and other construction work
mandated by the State and the city of Nashua. These capital
intensive, non-revenue producing projects have put a strain on
the company, in part prompting us to approve a 5.12% increase in
revenues on a temporary basis in August, 1997. In addition, we
recognized that the mandates of the Safe Drinking Water Act or
other environmental standards have required significant
investments in both the core and community systems.

Because of the magnitude of some of these investments,
we will accept the recommendation that we approve a simultaneous
step adjustment on the effective date of the permanent rate
increase, for certain specified improvements. To do otherwise
would force Penni chuck to file another rate case relatively soon,
which ultimately is a cost borne by ratepayers. For projects
completed in 1997 that meet the threshold criteria, we will
approve the step adjustment.

While New Hampshire law is replete with references to
the appropriate standard for establishing a utility's rate base
and rate of return, there appears to be no specific guidance on
the point of rate consolidation or single tariff pricing. Thus,
in the absence of any legal impediment to utilizing single tariff
pricing, our decision essentially becomes one of policy that is
bound only by our statutory constraints that rates be just and
reasonable and that we act in the public interest. See RSAs
37412 and 37B:28.

Opponents of rate consolidation in this case argue that
we should adhere to our traditional ratemakinq policy of cost
causation. we find their position unpersuasive in this case for
two reasons. First, traditional cost of service regulation
already includes some measure of rate averaging in that customers
are not charged the true costs of serving them on an individual
basis. Second, and perhaps more important, stand alone rates in
this case produce results for some customers that are well beyond
the zone of "just and reasonable". One needs only to look at the
stand alone rates that would result from the Settlement Agreement
to see just how extreme the results are when significant
investments are required in a very small system. Most of the
community systems are simply too small to absorb the magnitude of
investments mandated by environmental enactments. However,
without these investments, it is clear that the small community
systems would have been unable to provide safe and adequate water
service to their customers.

We do not believe it would be in the public interest to
impose annual rates in the range of $800 to $l200, as would be
the case here, when a reasonable alternative is available. By
consolidating the community systems with the core system for
ratemakinq purposes, all customers would f ace a uniform tariff
which, for the average residential customer, would be
approximately $253 per year. The rates for the average
residential customer in the core system would increase less than
$1.00 per month, for a total of $8 per year, under the rate
consolidation proposal which, in light of the alternative, we
find to be acceptable. We consider a single tariff rate of
approximately $253 per year for the core residential customer to
be just and reasonable. A consolidated rate will ensure .
affordability and the continued viability of many of Penni chuck's
community systems. It will also enable Pennichuck to operate in
a more administratively efficient manner by eliminating separate
general ledgers for each system, thereby reducing administrative
costs.

Although we are approving the rate consolidation
proposal, we share the concerns of Mr. Naylor that there is a
risk that there will be inadequate information tracked on a
community system basis and, as a result, a troubled system, or
over-investment, could escape the scrutiny of management and
regulators. We accept the commitment of Penniehuck to record
costs on a system specific basis.

We find that all investments that are the subject of
this proceeding have been prudently incurred and that the
f facilities are used and useful in the provision of public utility
service_

http://www.puc.nh. gov/Regulatory/Orders/1998o1°ds/22883w.htm1 4/22/2010
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The result of the rate consolidation proposal and the
Settlement Agreement, including the step adjustment, will be an
additional increase of l2.97% for customers (excluding fire
protection customers) for bills rendered on or after April L
1998. Together with the temporary rate increase approved in
August, 1997 (which mirrors the permanent rate increase approved
by this order) Pennichuck will see a total 16.77% increase in
revenues and general metered core customers will see a total
20.77% increase in rates over those in effect prior to the filing
of the rate case in the summer of 1997. The billing impact for
core customers as of April 1, 1998, however, will be 12.97%,
given that 7.8% of the increase has already been included in
rates as of the temporary rate order last August. As of April 1,
1998, community system customers will see increases or decreases
in their bills according to whether their community system rate
had been above or below the consolidated rate of approximately
$253 per year.

Finally, we emphasize that by approving rate
consolidation in this case, we are not accepting it as a generic
policy for all water companies.

Based upon the foregoing, it is hereby
ORDERED, that the Settlement Agreement reached between

Pennichuck and Staff is APPROVED; and it is
FURTHER ORDERED, that Pennichuck' s rate consolidation

proposal is APPROVED; and it is
D FURTHER ORDERED, that Pennichuck shall file its final

rate case expense request within five days for Staff review and
Commission consideration: and it is

FURTHER ORDERED, that Pennichuck shall submit a
compliance tariff within five days in conformance of this order.

By order of the Public Utilities Commission of New
Hampshire this twenty-fifth day of March, 1998.

Douglas L. Patch
Chairman

Bruce B . Ellsworth
Commissioner

Susan s. Geiger
Commissioner

Attested by:
1

Thomas B. Getz
Executive Director and Secretary

http://www.puc.nh.gov/Regulatory/Orders/1998ords/22883w.html 4/22/2010
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Surrebuttal Testimony of Jodi A. Jericho
Bella Vista Water Company, inc.
Docket No. W-02453A-09-0411 et al.

1 Q. Please state your name, occupation and business address.

2 A.

3

My name is Jodi Jericho. I am the Director of the Arizona Residential Utility

Consumer Office ("RUCO"). My business address is 1110 W. Washington

4 Street, Suite 220, Phoenix, Arizona 85007.

5

6 Q. Have you previously filed testimony in this case on behalf of RUCO?

7 A.

8

Yes. I filed Supplemental Direct Testimony dated April 23, 2010. My original

testimony addressed RUCO's position on rate consolidation in this docket.

9

10 Q. What is the purpose of your surrebuttal testimony?

11 A.

12

13

14

15

The purpose of my surrebuttal testimony is to replace Exhibit C that was

attached to my original testimony. Exhibit C is a chart that shows the bill

impact for the average 5/8 x 3/4 inch meter residential user under the current

rates, the proposed stand-alone rates and the proposed consolidated rates

under both the Company's and RUCO's proposed revenue requirement filed

16 in direct testimony.

17

18 Revised Exhibit C is updated to show RUCO's revised bill impact under the

19

20

revised revenue figures filed in its surrebuttal testimony, as well as the

Company's proposed revised consolidated rates. Additionally, Exhibit C now

includes Commission Staff's numbers for stand-alone and consolidated rates21

22 from Staff's direct testimony.

1
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Surrebuttal Testimony of Jodi A. Jericho
Bella Vista Water Company, Inc.
Docket No. W-02453A-09-0411 et al.

1

2

Finally, l have also included columns which show the delta between the

stand-alone rates and the consolidated rates proposed by the Company, Staff

3 and RUCO.

4

5 Q. Please direct us to the sources for the information found in the revised

6 Exhibit c.

7 A. The figures in the revised Exhibit C chart are compiled from the following

8 sources:

9

Customers and average gallons: Bourassa Rebuttai
Schedule H-2, p, 1.

Current rates: Bourassa Rebuttal
Schedule H-2, p. 1.

10
11
12
13
14
15
16
17
18

Current gross revenue: Bourassa Direct
Schedule A-1, p. 1

Column A: Bourassa Direct
Schedule H-2, p.1
Bourassa Direct
Schedule A-1, p.1.

19
20
21
22
23
24
25
26
27
28
29
30
31
32

Column B: Bourassa Rebuttal
Schedule H-2, p. 1.
Bourassa Rebuttal
Schedule (consolidated)
A-t, p.1.

(NOTE: While the Company filed a revised revenue requirement and
revised consolidated rate design schedules, it did not file revised
stand-alone rate schedules.)

2
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Surrebuttal Testimony of Jodi A. Jericho
Bella Vista Water Company, Inc.
Docket No. w-02453A-09-0411 et at,

Column C: Brown Direct Schedules CSB-2,
4, 6, Brown Direct Schedule
csB-1 .

Column D: Brown Direct Schedule CSB-8,
Brown Direct Schedule CSB-1 .

Column E: Moore Surrebuttal Schedules
SURR RLM-RD1 & RD2.

Column F: Moore Surrebuttal Schedules
SURR RLM-RD1 & RD2.

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15

Column G: Moore Workpapers

16 Q. Do you plan to update Revised Exhibit C if other parties revise their

revenues?17

18 A. Yes. RUCO specifically reserves the right to revise this exhibit on the

19

20

stand to incorporate any changes in either Staffs surrebuttal or the

Company's rejoinder testimony.

21

22 Q. Does your silence on any issue constitute acceptance?

23 A. No.

24

25 Q. Does this conclude your testimony?

26 A. Yes.

3



a

a

O
l=
9
X
Lu
D
up
<n_
>
Lu
0:
Sf>
O
o
3
M



g 9?
< O
(D (N
3 cm
C
m

3
01
(D
m
w
CD

21
<1>
<
(D
3
C
<1>

of
O)

9 '
U1
of._\

-1
<n

cm<90
= §

CD
<°3

OJ
A
on

_um

N
U P
c m

(02
= 33 3'
W 1cm(D:

: I
<.».>
- 1
-~I
--...

w
Q
3
S
52.
m

9>
O)...L
N)

8
9,3

no ca m '-="..
no 3 ay; on' c m ><

3  8  8  c m
cm .. xi 8

o4 -h
ca

O
o
3
U
no
3'<

he
P
m
N

up
UP

619
o

he
4>
!*'
CD
o

he
4>
s»>
o
of

69
N
.n
©.O

O
235
82:com
m 3»-r

619
Pu
m
of
91
co
\ l

he

cm
ro
9°
of
w
UI

9 9,21
82
enc
o m--..--
mm

4
g m
9:13

8"CD

he
he
of
go

cm ' \ l
"-.  UP'.._I
Q; ._A

4=- U1_L
8..

.4

:ca ea
G)
wee
ca ._\
-.. Q

U14> .
44 ._x
calo I\)
-8

2ea

GQ go (D
r..: _ .
W  4  3
" - .  4  " 1

--.. CD
m
cm
cu

69
:"*
UI_x
-..

h e
o f
. 0
4:-
c a

in
.n
-4
LD
4:

wUP
wav

9P°m-4:3a c
-*Cb--..
|\) 3'J "1
.L 8an inUD

I:§ >
cu

CD
(IJ

m._.m
1/2

M M

3382.
3CD

ea
511
of
o
pa
o

ea
_ \

91
CO
m
o>

69_L
h e

no PT
"-. of

83aon
of
-'8

69

e=>
g m
--of

QS
co

co
9"C).4
*8

no

-

en
-4
-4619
-4 (AJ
. G

.3 oz
UP
'2

(D
a. 8 n
m '1 ~<|-|-
cn
Q.

9
3088 go88m up
(D
cm

é4>
go
coco

<35
\I
g>
01
of

ea
53
ro
\I

1-30
_co

1-0-

;\>n>_

ea
P
\ l
5.0
o
A
(JJ

619
_ x

9
co
D
of

11619
*>- $8
Q ro
G) :
ca C
4 ro.__ _

3
SD Q_n
83 68
o 8

69.s=»
ax
==>4
Z i *
-4=~

*-.

99
w
Ob he
ro  "~J
" - .  L Tby
L g  _ x

Qb>
LD
-..

64_,so
'*~>'.8P°zoro:a cIQCD"-..-
99
mgom
3911>

Pu
co
4
-e

Ru
223 en
"He w
34: we e

"ca __co
J Q
a..§ n:
°=..4 ,

o
w

(D
m
3

8 a. *W
6  >  8

3
3
(D

99
_4>
_A
cm
P*
-
UI
UP

pa
> '
m
of

e=>
Ru
UP3= as
4 .
"-. -4
3 .A
14 OF
.L
o8...

aw

8
UP
-4 .._\
".. ~.J

U *  i n
LD _ x
ca
UP
o

8*

ea
LQ
hmm
-~l
-.. co
3 ro
b I'\J
A

O
o
3

§~= cm8 8 U
cm ,e :u

» - r
Cb
Q.

<-le
09
9
LO
O)

pa
UP
UP

UP
no

he
Q
l\J
O

'50
l (ID

9 8

he

UPUI
Nro\|o

69
w
co
P
w
-A

ea
9°<969
¢o 01
*...x=ho

b i
of;.

o
39

e t m

9 1 2
Q C D

3
Q C
.._cl>

9 9
so88Even

*'*:u
§2
$93
_ g m.__-..:ano99
o
, g39 m

e a
up
(D
b»ee
UP of
* no
8 4Nb N
.n-

39

cm
M Q

Q)
"~9.

QW
9

Q 4 3

88
- §

8
UI
m

" h e
8 : 9
3 ?

of
OJ8

é~

Jo
n>
cu
w

Q
,up_act

OO
3(D

h e
._4=~
CO
...L
( Q

4=~
4>-
' 4

9 9

ND

as

l\J
F-"
c a

Io
CO
-Q

99
4:-
UP
- |
LO
_ x

he
° ' ro
1>9"

-43:11

ea.
_n

w
"-..

w
89

Lm
OJ

8 5

m
a mM-l
O

Io
m
*-9

o
o

:u 3 70
Elcm
w

a C
3~<>"'0
a>
Q.

pa
l\J
gr
cm
ca

i s
UP
F'
10
\ I

ea
go
\ |
O

E U
:KD

<-A
4;
bu
...\

5°

6 9
4=~
UP
_~4
on

. _ \

3 8
84>~
--l\J

G)
c:>

9oo
69

cm
of

in
9  9 ,3, ..\
m T*
co
CD

'8
5:69
o -
- - C A J

.c:gm
8

f n

o w

3 ' - 1

cm
CO

m
"1cc:
.3

CD

he
N 69I\Jool\>
'--UP

_ W
8

he
N
of
m
o
CD
9:
S

<9
303833N Q Q C G )
848886
" 8 0

cm
D .

m
pa
LO
of

éof
.©
m
4

ea
Q
CQ
UI

6 0
3 8

U
cm
:re

I-n.
Cr:

5.
Ru

5
o
c :
:1
1-4

8.
c b
re
oz.
cm.

g
6'
5°Q
'U
8
8
8.
n

8
9.
EI
8
8.
3.n

8
'fs
n

8
a
8

E
"8
-8

3
§D-
E.
sn
8n

35.
P



IN THE MATTER oF THE APPLICATION oF
NORTHERN SUNRISE WATER COMPANY,
INC., AN ARIZONA CORPORATION, FOR A
DETERMINATION oF THE FAIR VALUE OF
ITS UTILITY PLANTS AND PROPERTY AND
FOR INCREASES IN ITS WATER RATES
AND CHARGES FOR UTILITY SERVICE
BASED THEREON.

IN THE MATTER oF THE APPLICATION OF
SOUTHERN SUNRISE WATER COMPANY.,
INC., AN ARIZONA CORPORATION, FOR A
DETERMINATION OF THE FAIR VALUE OF
ITS UTILITY PLANTS AND PROPERTY AND
FOR INCREASES IN ITS WATER RATES
AND CHARGES FOR UTILITY SERVICE
BASED THEREON.
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BELLA VISTA WATER COMPANY, INC.
DOCKET no. W-02465A-09-041 1 ETAL.

SUMMARY oF THE TESTIMONY oF JODI A. JERICH
ON BEHALF OF THE RESIDENTIAL UTILITY CONSUMER OFFICE

RUCO believes, as a general rule, that cost of service rate design is the
cornerstone to sound ratemaking. ,
circumstances of this docket, RUCO would not object to a consolidated rate
design for the Bella Vista, Northern Sunrise and Southern Sunrise water
systems.

However based on the individual facts and

RUCO believes the Commission could find that the policies in favor of rate
consolidation outweigh those policies against rate consolidation as applied to the
facts surrounding this case.

In summary, RUCO does not object to rate consolidation for the following
reasons:

1. All three systems have similar water consumption patterns so a
consolidated rate design would not distort price signals and contradict
the Commission's important goal of water conservation.

2. The three systems draw from the same water source.

3. Two of the three systems (Bella Vista and Southern Sunrise) are
physically interconnected and the third system (Northern Sunrise) is
only six miles from Bella Vista. Liberty is in essence a "regional" water
provider.

4. The utility has a history of acquisition of small water utilities and rate
consolidation. In 1999, it acquired Nicksville Water and consolidated
its rates with Bella Vista (Decision No. 61730). in 2006, the utility
acquired the McLain water systems and consolidated its seven
systems into the Northern and Southern Sunrise systems (Decision
No. 68826).

5. Rate consolidation could encourage the Company to purchase other
small, struggling water systems. in general, rate consolidation
provides an incentive for larger water utilities to acquire small water
systems that lack economies of scale to adequately maintain their
systems at an affordable rate for its customers. East Slope Water,
Antelope Run and Indiana are small water utilities located within five
miles of the Liberty systems and have pending ADEQ enforcement
cases. While Bella Vista does not signal an interest in the purchase of



»
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these companies at this time, e consolidated rate design may lead to
future consideration of acquiring one or more of these systems.

If the Commission finds that consolidation is the appropriate outcome, it should
consider RUCO's proposal to mitigate the magnitude of the initial revenue shift
and to avoid one system (Bella Vista) bearing an increase so that the other two
systems receive an unearned decrease. As such, RUCO proposes its Option G.
The purpose of Option G is to keep the increase for Bella Vista customers as low
as possible while avoiding an increase in rates for the Northern Sunrise and
Southern Sunrise customers.

Attached to this summary is a Second Revised Exhibit C which updates the
original Exhibit C with figures from Staff's Surrebuttal Testimony and the
Company's Rejoinder Testimony.
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EXECUTIVE SUMMARY
BELLA VISTA WATER COMPANY, INC.

NORTHERN SUNRISE WATER COMPANY, INC., AND
SOUTHERN SUNRISE WATER COMPANY
DOCKET nos. W-02465A-09-0411, ET AL

r

The direct testimony of Staff witness Pedro M. Craves addresses the following issues:

Capital Structure - Staff recommends that the Commission adopt a capital structure for Bella
Vista Water Company, Inc., Norther Sunrise Water Company, Inc., and Southern Sunrise Water

Company, Inc., (collectively "Applicants") for this proceeding consisting of 32.2 percent debt
and 67.8 percent equity.

Cost of Equity - Staff recommends that the Commission adopt a 9.8 percent return on equity
("ROE") for the Applicants. Staff s estimated ROE for the Applicants is based on cost of equity
estimates for the sample companies ranging from 9.7 percent for the discounted cash flow
method ("DCF") to 10.6 percent for the capital asset pricing model ("CAplvI"). Staffs ROE
recommendation includes a 0.4 percent downward adjustment to reflect a lower financial risk in
the Applicants' capital structure compared to that of the sample companies.

Cost of Debt - Staff recommends that the Commission adopt a 6.3 percent cost of debt.

Overall Rate of Return - Staff recommends that the Commission adopt an overall rate of return
("ROR") of 8.6 percent.

Mr. Bourassa's Testimony - The Commission should reject the Company-proposed 12.5 percent
ROE for the following reasons:

Mr. Bourassa's DCF estimates rely primarily on analysts' forecasts.
Mr. Bourassa's DCF constant-growth analysis does not include dividend growth.
Mr. Bourassa's firm-specific risk adjustment is not consistent with modern
financial theory.
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1Direct Testimony of Pedro M. Chases
Docket Nos. W-02465A-09-0411, et al.
Page 1 » ..

1 1. INTRODUCTION

2 Q- Please state your name, occupation, and business address.

3 A.

4

5

My name is Pedro M. Chaves. I am a Public Utilities Analyst employed by the Arizona

Corporation Commission ("Commission") in the Utilities Division ("Staff"). My business

address is 1200 West Washington Street, Phoenix, Arizona 85007.

6

7 Q. Briefly describe your responsibilities as a Public Utilities Analyst.

8 A.

9

lo

11

12

In my position as a Public Utilities Analyst, I perform studies to estimate the cost of

capital component of the overall revenue requirement calculation in rate filings. I also

analyze requests for financing authorization, analyze and examine accounting, financial,

statistical and other information and prepare reports based on my analyses that present

Staff" s recommendations to the Commission on utility revenue requirements, rate base,

13 rate design and other financial regulatory matters.

14

15 Q. Please describe your educational background and professional experience.

16 A.

17

I am a graduate of Arizona State University and received a Bachelor of Science degree in

Global Business with a specialization in finance. My course of studies included classes in

18 I

19

corporate and international finance, investments, accounting, statistics, and economics.

began employment as a Staff Public Utilities Analyst in December 2005 .

20

21 Q- What is the scope of your testimony in this case"

22 A.

23

24

25

26

I provide Staffs recommended capital structure, cost of debt, return on equity ("ROE")

and rate of return ("ROR") in this case. I discuss the appropriate capital structure, cost of

debt, ROE and ROR for establishing the revenue requirement for Bella Vista Water

Company, Inc., Northern Sunrise Water Company, Inc., and Southern Sunrise Water

Company, Inc., (collectively "Applicants").
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Direct Testimony of Pedro M. Craves
Docket Nos. W-02465A-09-041 1, et al.
Page 2

1 Q. Please provide a brief description of the Applicants and their relation to affiliates.

2 A.

3

4

5

6

7

8

9

The Applicants are Subchapter "C" corporations and are owned by Algonquin Water

Resources of America, Inc. ("AWRA"), now known as Liberty Water, Inc. AWR.A is an

indirect wholly owned subsidiary of Algonquin Power Income Fund ("APIF") which is

publicly traded on the Toronto Stock Exchange. In October 2009, APIF converted to a

corporation, Algonquin Power & Utilities Corp. ("APUC"). APUC is publically traded on

the Toronto Stock Exchange. The Applicants are sister companies to other public service

corporations regulated by the Commission including: Black Mountain Sewer Corporation,

Litchfield Park Service Company, Gold Canyon Sewer Company and Rio Rico Utilities,

10 Inc.

11

12

13

Summary of Testimony and Recommendations

Briefly summarize how Staff's cost of capital testimony is organized.Q-

14 A.

15

16

17

18

Staffs cost of capital testimony is presented in ten sections. Section I is this introduction.

Section II discusses the concept of weighted average cost of capital ("WACC"). Section

III presents the concept of capital structure and presents Staffs recommended capital

structure for the Applicants in this proceeding. Section IV discusses the concepts of ROE

and risk. Section V presents the methods employed by Staff to estimate the Applicants'

19 ROE. Section VI presents the findings of Staff' s ROE analysis. Section VII presents

20 Staff' s final cost of equity estimates for the Applicants. Section VIII presents Staff s ROR

21

22

23

recommendation. Section IX presents Staffs comments on the Direct Testimony of the

Applicants' witness, Mr. Thomas J. Bourassa. Finally, Section X presents the

conclusions.
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Direct Testimony of Pedro M. Chaves
Docket Nos. W-02465A-09-0411, et al.
Page 3

»

l Q. Have you prepared any exhibits to accompany your testimony?

I2 A.

3

Yes. prepared nine schedules (PMC-1 to PMC-9) that support Staffs cost of capital

analysis.

4

5 Q- What is Staffs recommended rate of return for the Applicants?

6 A.

7

8

9

10

11

Staff recommends an 8.6 percent overall ROR as presented in Schedule PMC-1. Staff" s

ROR recommendation is based on cost of equity estimates for the Applicants that range

from 9.7 percent for the discounted cash flow method ("DCF") to 10.6 percent for the

capital asset pricing model ("CAPM"). Staff" s ROE recommendation includes a 0.4

percent downward adjustment due to the lower financial risk reflected in the Applicants'

capital structure in relation to that of the sample companies.

12

13

14

Applicants' Proposed Overall Rate of Return

Q.

15

Briefly summarize the Applicants' proposed capital structure, cost of debt, return on

equity and overall rate of return for this proceeding.

16 A. Table 1 summarizes the Applicants' proposed capital structure, cost of debt, return on

equity and overall cost of capital and ROR in this proceeding: 117

18 Table 1

Weight Cost
Weighted
Cost

Debt 21.1% 6.3% l.3%

78.9% 12.5% 9.9%Common Equity

Cost of Capital 11.2%

19

20 The Applicants are proposing an overall ROR of 1 1 .2 percent,

1 The consolidated Docket Nos. W-20465A~09-0411, W~20453A_09-0412,, W-20454A~09-0413, W-20465A-09-
0414, W~20453A-09-0414 and w-20454A-09-0414.
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Direct Testimony of Pedro M. Craves
Docket Nos. W-02465A-09-041 l, et al.
Page 4

1 11. THE WEIGHTED AVERAGE COST OF CAPITAL

2 Q- Please define the cost of capital concept.

3 A.

4

5

The cost of capital is the opportunity cost represented by anticipated returns or earnings

that are foregone by choosing one investment over others with equivalent risk. In other

words, the cost of capital is the return that stakeholders expect for investing their financial

resources in a determined business venture over another business venture.6

7

8 Q. What is the overall cost of capital?

9 A.

10

11

12

The cost of capital to a company issuing a variety of securities (i.e., stock and

indebtedness) is an average of the cost rates on all issued securities adjusted to reflect the

relative amounts for each security in the company's entire capital structure. Thus, the

overall cost of capital is the weighted average cost of capital ("WACC").

13

14 Q. How is the WACC calculated?

15 A.

16

The WACC is calculated by adding the weighted expected returns of a firm's securities.

Equation 1 that follows presents the WACC as a mathematical expression.

17
Equation 1.

18 n

19 WACC Z W t I i

20 i=l

21

22

23

In this equation, We is the weight given to the it security (the proportion of the it security

relative to the portfolio) and Ti is the expected return on the it security.

I
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Direct Testimony of Pedro M. Craves
Docket Nos. W-02465A-09-0411, et al.
Page 5

n

1 Q- Can you provide an example demonstrating application of Equation 1?

2 A.

3

4

Yes. For this example, assume that an entity has a capital structure composed of 35

percent debt and 65 percent equity. Also, assume that the embedded cost of debt is 6.0

percent and the expected return on equity, i.e. the cost of equity, is 10.0 percent.

Calculation of the WACC is as follows:5

6

7

8

WACC = (35% * 6.0%) + (65% * 10.0%)

WACC = 2.10% + 6.50%

WACC = 8.60%

9 g
I

10

11

12

The weighted average cost of capital in this example is 8.60 percent. The entity in this

example would need to earn an overall rate of return of 8.60 percent to cover its cost of

capital.

13

14 111. CAPITAL STRUCTURE

15

16

Background

Please explain the capital structure concept.Q.

17 A.

18

The capital structure of a firm is the relative proportions of short-term debt, long-term debt

(including capital leases), preferred stock and common stock that are used to finance the

firm's assets.19

20

21 Q. How is the capital structure expressed?

22 A.

23

24

25

The capital structure of a company is expressed as the percentage of each component of

the capital structure (capital leases,2 short-term debt, long-term debt, preferred stock and

common stock) relative to the total capital (the total sum of all the components of the

capital structure).

2 Capital leases are a specific form of long-term debt.



Component %

Short-Term Debt $5,000 (35,000/$100,000) 5.0%

Capital Leases $15,000 ($15,000/$l00,000) 15.0%

Long-Term Debt $30,000 ($30,000/$100,000) 30.0%

Preferred Stock $10,000 (s10,000/$100,000) 10.0%

Common Stock $40,000 ($40,000/$100,000) 40.0%

Total $100,000 100%

Direct Testimony of Pedro M. Chaves
Docket Nos. W-02465A-09-0411, et al.
Page 6

1

2

3

For instance, the capital structure for an entity that is financed by $5,000 of short-term

debt, £815,000 of capital leases, $30>000 of long-term debt, $10,000 of preferred stock and

$40,000 of common stock is shown in Table 2, below.

4

5 Table 2

6

7

8

9

The capital structure in this example is composed of 5.0 percent short-tem debt, 15.0

percent capital leases, 30.0 percent long-term debt, 10.0 percent preferred stock and 40.0

percent common stock.

10

11

12

Applicants' Capital Structure

Q. What capital structure do the Applicants propose?

13

14

15

16

17

18

19

A. The Applicants propose a consolidated capital structure composed of 21.1 percent debt

and 78.9 percent common equity. The Applicants have also proposed the following stand-

alone capital structures in the event that the Commission does not adopt their proposal to

consolidate the Northern Sunrise Water Company and Southern Sunrise Water Company

with Bella Vista Water Company: Bella Vista Water - 27.8 percent debt and 72.2 percent

equity, Northern Sunrise Water - 0.0 percent debt and 100.0 percent equity, and Southern

Sunrise Water - 0.0 percent debt and 100.0 percent equity.



Bella Vista Water Company, Inc., et al.

Capitalization

Amount outstanding
as of 12/31/2009

Percentage of
Capital Structure

32.2%Total Debt $ 1,580,636

67.8%38 3,329,745Total Equity 3

100.0%3 4,910,381Total Capitalization

a.Direct Testimony of Pedro M. Chaves
Docket Nos. W-02465A-09-0411, et al.
Page 7

1 Q. What capital structure does Staff recommend?

2 A.

3

Staff recommends a consolidated capital structure of 32.2 percent debt and 67.8 percent

equity, to reflect Applicant's most recent debt and equity positions, as displayed in

Schedule PMC-9 and summarized in Table 3 below.4

5

6 Table 3

7

8

9

Staff recommended use of a consolidated capital structure as opposed to stand-alone

capital structures for each of the three systems under review in this consolidated docket to

10 recognize their ownership and operating commonalities.

11

12 Q.

13

How does the Applicants' consolidated actual capital structure compare to capital

structures of publicly-traded water utilities?

14 A.

15 equity.

16

Staff recommended capital structure is composed of 32.2 percent debt and 67.8 percent

Schedule PMC-3 shows the capital structures of six publicly traded water

companies ("sample water companies") as of September 30, 2009.4 The average capital

3 Total equity reflects adjustments to: (1) accumulated depreciation in the amount of $625,324, (2) contributions in
aid of construction in the amount of negative $27,772, and (3) accumulated deferred income tax in the amount of
negative $3,623,106.
4 Value Line Summary & Index. January 22, 2010.
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1

2

structure for the sample water utilities is comprised of approximately 51.0 percent debt

and 49.0 percent equity.

3

4 Iv. RETURN ON EQUITY

5

6

Background

Please define the term "cost of equity capital."Q-

7 A. The cost of equity capital is determined by the market. It is the rate of return that

8

9

10

11

12

13

investors expect to earn on their equity investment in an entity given its risk. In other

words, the cost of equity to an entity is the collective-investors',expected rate of return on

other investments of similar risk. Thus, the rate of return expected by individual investors,

institutional investors, rate analysts and public utility commissions has no direct effect on

the cost of equity except to the extent Mcse individuals or organizations represent a small

segment of the universe of collective-investors.

14

15 Q- Is there any relationship between interest rates and the cost of equity capital"

16 A. Yes. The cost of equity tends to move in the same direction as interest rates. This

17

18

19

20

relationship is integral to the CAPM formula. The CAPM is a market-based model used

for estimating the cost of equity capital that is discussed in Section V of this testimony.

Therefore, a comparison of current interest rates to historical interest rates provides insight

for how the current cost of equity capital might be compared to the cost of equity capital

21 historically.

22

23 Q- What has been the general trend of interest rates in recent years"

24 A.

25

A chronological chart of interest rates is a good tool to show interest rate history and

identify trends. Chart 1 graphs intermediate U.S. treasury rates from February 2000 to

26 February 2010.



Chart 1: Average Yield on 5-, 7-, & 10-Year Treasuries
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1

2

3

4

5

6

7

8

9

10

11

12

13

14 Chart 1 shows that intermediate interest rates trended downward from 2000 to mid-2003 >

15

16

then, trended upward to mid-2006, subsequently, remained relatively steady at about 5

percent to mid-2007, and have trended downward since then.

17

18 Q.

19

How do current interest rates compare to a longer term history of interest rates, and

what does it suggest for capital costs?

20 A.

21

22

23

24

Chan 2 shows that interest rates have trended downward in the immediate past period of

approximately 30 years. It also shows that interest rates over the past 40 years have been

higher than currently. In fact, interest rates are currently hovering near historically low

levels. The inference from the relationship between interest rates and the cost. of equity

capital is that current capital costs are login comparison to historical capital costs.



Chart 2: History of 5- and 10-Year Treasury Yields
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15 Q. Do actual returns represent the cost of equity"

16 A. No. The cost of equity represents investors' expected returns not realized accounting

17 returns ,

18

19 Q.

20

Is there any information available that leads to an understanding of the relationship

between the equity returns required for a regulated water utility versus the market?

21 A. Yes. A comparison of betas, a component of the CAPM discussed in Section V, for the

22

23

24

25

water utility industry and the market provides insight into this relationship. The average

beta (0.79)5 for a water utility is lower than the theoretical average beta for all stocks (l .0).

According to the CAPM formula, the cost of equity capital moves in the same direction as

beta. Since the beta for the water utility industry is about the same as the beta for the

5 See Schedule PMC-6
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1

2

market, the implication is that the required return on equity for a regulated water utility is

below the average required return on the market.

3

4 Risk

5 Q. Please define risk.

6 A.

7

8

Risk, as it relates to an investment, is generally recognized as the variability or uncertainty

of the returns on the investment. Risk is often separated into two components. Those

components are market risk (systematic risk) and non-market risk (unique risk).

9
x
J

10 Q. What is market risk?

11 A.

12

13

14

15

16

Market risk or systematic risk is the risk that changes in the stock market as a whole will

cause changes in the stock price of a particular entity. Market risk is related to the

economy-wide perils that affect all business such as inflation, interest rates, and general

business cycles. Market risk af fects all stocks and it cannot be eliminated by

diversification, i.e., it is non-diversiiiable. However, the impact on each entity is not

necessarily the same. Accordingly, market risk is the only risk that affects the cost of

17 equity .

18

19 Q. Is there a measure for market risk?

20 A. Yes. Market risk is measured by the beta. Beta reflects both the business risk and

21 financial risk of an entity.

22

23 Q. How are business and financial risks defined?

24 A.

25

26

Business risk is that risk which is associated with the fluctuation in earnings due to the

basic nature of an entity's business. Financial risk is that risk which affects shareholders

due to a firm's use of fixed obligation (i.e., debt) financing.
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1 Q. Is the cost of equity affected by both business and financial risk?

2 A. Yes.

3

4 Q. What is the relationship between the capital structure of a firm and its financial

5 risk?

6 A.

7

8

9

10

11

As previously discussed, the relative proportions of short-term debt, long-term debt

(including capital leases), preferred stock and common stock used to finance an entity's

assets represent its capital structure. Financial risk increases as an entity includes a greater

proportion of fixed obligation financing in its capital structure _(i.e., as it becomes more

leveraged). An increase in financial risk is reflected in the market risk measured by beta

resulting in an increase in an entity's cost.of equity.

12

13 Q-

14

How does the Applicants' financial risk compare to the sample water companies'

financial risk from the perspective of an investor?

15 A. investor's perspective,

16

17

18

From an the Applicants' capital structure is composed of

approximately 32.2 percent debt and 67.8 percent equity. Schedule PMC-3 shows the

capital structures of six publicly traded water companies ("sample water companies") as

of September 30, 2009, as well as the Applicants' actual capital structure. As of

19 September 30, 2009, the sample water utilities were capitalized with approximately 51.0

20

21

percent debt and 49.0 percent equity, while Staff recommended capital structure consists

of approximately 32.2 percent debt and 67.8 Consequently, the

22

percent equity.

Applicants' shareholders bear less financial risk than the shareholders of the sample water

23 companies .
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1 Q. Is a financial risk adjustment warranted in this proceeding?

2 A. Yes.

3

Since the Applicants do have access to the capital markets, a financial risk

adjustment is warranted.

4

5 Q~ What is non-market risk?

6 A.

7

8

9

Non-market (unique risk) is risk related to an individual entity. There is no correlation

among entities for unique risk, accordingly, it can be eliminated through diversification.

Specifically, investors can eliminate unique risk by holding a diversified investment

portfolio.
s
J

10

11 Q. Is unique risk measured by beta"

12 A. No. Unique risk is not measured by beta.

13

14 Q. Is the cost of equity affected by unique risk?

15 A.

16

No. Since unique or firm-specific risk can be eliminated through diversification, it does

not affect the cost of equity capital.

17

18 Q- What additional return can investors expect to account for unique risk?

19 A. None .

20

21

22

Investors who hold diversif ied portfolios can eliminate unique risk, and

consequently do not require any related additional return. Since investors who choose to

be less than fully diversified must compete in the market with fully diversified investors,

the former cannot expect to be compensated for unique risk.
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1 v. ESTIMATING THE COST OF EQUITY

2 Introduction

3 Q- Did Staff directly estimate the cost of equity for the Applicants? I

4 A.

5

6

7

8

No. Staff did not directly estimate the Applicants' cost of equity for two reasons. First,

the Applicants' stock is not publicly traded, therefore, its cost of equity cannot be

estimated because the required information is not available to perform the analysis.

Second, using an average of a representative sample group reduces the potential for

random fluctuations resulting in a more reliable estimate, vis-a~vis relying on a single

9 entity.
1
I

10

11 Q. What companies did Staff select as proxies or comparables for the Applicants'?

12 A.

13

14

15

16

17

Staff selected six publicly-traded water utilities shown in Schedule PMC-3. Staff chose

these six entities because they derive most of their earnings from regulated operations, and

they are currently analyzed by The Value Line Investment Survey Small and M/id Cap

Edition ("Value Line Small Cap") and The Value Line Investment Survey ("Value Line")

malting available the necessary information to perform a cost of capital estimation for the

Applicants.

18

19 Q. What models did Staff implement to estimate the Applicants' cost of equity?

20 A.

21

The cost of equity is determined by the market, therefore, Staff used two market-based

models to estimate the cost of equity for the Applicants: the DCF and the CAPM.

22

23 Q. Explain why Staff chose the DCF and CAPM?

24 A.

25

Staff chose to use the DCF and CAPM because they are widely recognized as appropriate

market-based models and have been used extensively to estimate the cost of equity. A

26 description of the DCF and then the CAPM begins immediately below.
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1 Discounted Cash Flow Model Analysis

2 Q-

3

Please provide a brief summary of the theory underlying use of the DCF to estimate

the cost of equity.

4 A.

5

6

7

8

9

10

The theory underlying use of the DCF to estimate the cost of capital is that the cost of

equity is that discount rate which equates the current market price to all future cash flows

expected by investors. That is, the cost of equity is the rate that future expected cash

flows (primarily dividends) must be discounted to equal a given market price.

In the 1960s, Professor Myron Gordon pioneered the use of the DCF method to estimate

the cost of capital for a public utility. The DCF model has become widely used due to its

theoretical merit and its simplicity.

11

12 Q. How is the DCF model applied?

13 A.

14

15

16

17

The DCF model is applied via a mathematical formula where the current market price, the

expected dividend, and projected dividend growth rate are inputs, while the discount rate

(cost of equity) is the result. The formula can be applied to a sample of companies that

exhibit similar risk to the entity whose cost of equity is being estimated and the results

averaged to arrive at an estimate of the cost of equity for the subject entity.

18

19 Q. Did Staff apply more than one version of the DCF?

20 A.

21

22

23

Yes. Staff applied two versions of the DCF: the constant-growth DCF and the multi-stage

or non~constant growth DCF, The constant-growth DCF assumes that an entity will grow

indefinitely at the same rate. Alternately, the non-constant growth DCF does not assume

one constant, indefinite dividend growth rate.
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l The Constant-Growth DCF

2 Q- What is the mathematical formula used in Staff's constant-growth DCF analysis?

3 A. The constant-growth DCF formula used in Staffs analysis is:

Equation 2 :

K D1 +8
R,

where : K

DI
4
g

the cost of equity

the expected annual dividend

the current stock price

the expected infinite annual growth rate of dividends

4

5

6

7

8

9

10

Equation 2 assumes that the entity has a constant earnings retention rate and that its

earnings are expected to grow at a constant rate. According to Equation 2, a stock with a

current market price of $l0 per share, an expected annual dividend of $0.39 per share and

an expected dividend growth rate of 4.0 percent per year has a cost of equity to the entity

of 7.9 percent reflected by the sum of the dividend yield ($0.39/ $10 = 3.9 percent) and the

4.0 percent annual dividend growth rate.

11

12 Q, How did Staff calculate the dividend yield component (D1/P0) of the constant-growth

13 DCF formula?

14 A.

15

16

Staff calculated the yield component of the DCF formula by dividing the expected annual

dividends (Dl) by the spot stock price (Po) after the close of the market February 24, 2010,

as reported by the MSN money website.

6 Value Line Summary & Index. 1-22-10
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1 Q-

2

Why did Staff use the February 24, 2010, spot price rather than a historical average

stock price to calculate the dividend yield component of the DCF formula?

3 A.

4

5

Use of the current market stock price (spot stock price) is consistent with finance theory,

i.e., the efficient market hypothesis. This hypothesis asserts that the current stock price

reflects information investors use to form expectations of future returns. Use of a

6 historical average of stock prices illogically discounts the most recent information in favor

7 of less recent information. The latter is stale and is representative of underlying

8 'conditions that may have changed.

9
s
I

10 Q.

11

How did Staff estimate the dividend growth (g) component of the constant-growth

DCF model represented by Equation 2?

12 A.

13

14

15

The dividend growth component for Staffs constant-growth DCF model is the average of

six different estimation methods, as shown in Schedule PMC-7. Staff computed both

historical and projected growth estimates on dividend-per-share ("DPS"),7 earnings-pep

share ("EPS")8 and sustainable growth bases.

16

17 Q-

18

Why did Staff examine EPS growth to estimate the dividend growth component of

the constant-growth DCF model'*

19 A. Staff examined EPS growth (both historical and projected) because dividends are

20

21

dependent on earnings. Dividend distribution in excess of earnings results in capital

contraction. Continued capital contraction is not sustainable in the long run, and it is

22 inconsistent with the constant-growth DCF model. Therefore, EPS growth is an

23 appropriate consideration for estimating expected dividend growth.

7 Derived from information provided by Value Line
x Derived from information provided by Value Line
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1 Q. How did Staff estimate historical DPS growth?

2 A.

3

4

Staff estimated historical DPS growth by calculating the average rate of growth in DPS of

the sample water companies from 1998 to 2008. The results of that calculation are shown

in Schedule PMC-4. Staff calculated an average historical DPS growth rate of 3.1 percent

for the sample water utilities for the period 1998 to 2008.5

6

Q. How did Staff estimate the projected DPS growth?7

8

9

10

A. Staff calculated an average of the projected DPS growth rates for the sample water utilities

from Value Line. The average projected DPS growth rate is ,4.0 percent, as shown in

Schedule PMC-4.

11

12 Q. HoW did Staff calculate the historical EPS growth rate?

.13

14

15

16

A. Staff estimated historical EPS growth by calculating the average rate of growth in EPS of

the sample water companies from 1998 to 2008. The results of that calculation are shown

in Schedule PMC-4. Staff calculated an average historical EPS growth rate of 3.3 percent

for the sample water utilities for the period 1998 to 2008.

Q. How did Staff estimate the projected EPS growth?

17

18

19

20

21

A. Staff calculated an average of the projected EPS growth rates for the sample water utilities

from Value Line. The average projected EPS growth rate is 9.6 percent, as shown in

Schedule PMC-4.

22

23 Q. How did Staff calculate its historical and projected sustainable growth rates?

24 A.

25

26

Staffs historical and projected sustainable growth rates were calculated by adding their

respective retention growth rate terms (Br) to their respective stock financing growth rate

terms (vs), as shown in Schedule PMC-5.
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1 Q- What is retention growth?

2 A.

3

4

5

6

Retention growth is the growth in dividends due to the retention of earnings. Viewed

differently, an entity cannot expect to grow dividends if it does not retain any earnings.

Retention growth is dependent on the percentage of earnings retained (retention ratio) and

the value of earnings. Mathematically, the retention growth rate is the product of the

retention ratio and the book/accounting return on equity.

7

8 Q. What is the formula for the retention growth rate?

9 A. The retention growth rate formula is:
I
I

10

Equation 3 :

Retention Growth Rate = Br

where : b

r
the retention ratio (1 -. dividend payout ratio)

the accounting/book return on common equity

11

12 Q. How did Staff calculate the average historical retention growth rate (br) for the

13 sample water utilities?

14 A.

15

First, Staff calculated the retention growth rate for each of the sample water companies

from 1999 to 2008. Then Staff calculated the mean of those results. The historical

16

17

average retention (Br) growth for the sample water utilities is 3.0 percent, as shown in

Schedule PMC-5.
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Q. How did Staff determine projected retention growth rate (br) for the sample water1

2.
utilities?

3 A.

4

5

Staff used the retention growth projections for the sample water utilities for the period

2012 to 2014 from Value Line. The projected average retention growth rate for the sample

water utilities is 6.0 percent, as shown in Schedule PMC-5.

6
v

7 Q. When can retention growth provide a reasonable estimate of future dividend

8

9 A.

10

11

12

13

growth?

The retention growth rate is a reasonable estimate of future <l,ividend growth when the

retention ratio is reasonably constant and the entity's market price to book value ("market-

to-book ratio") is expected to be 1.0. The average retention ratio has been reasonably

constant in recent years. However, the market-to-book ratio for the sample water utilities

is 1.8, notably higher than 1.0, as shown in Schedule PMC-6.

14

15 Q. Is there any financial implication of a market-to-book ratio greater than L0?

16 A.

17

18

19

20

21

22

23

24

25

26

Yes. A market-to-book ratio greater than 1.0 implies that investors expect an entity to

earn an accounting/book return on its equity that exceeds its cost of equity. The

relationship between required returns and expected cash flows is readily observed in the

ired securities market. For example, assume an entity contemplating issuance of bonds

with a face value of $l0 million at either 5 percent or 7 percent, and thus, paying annual

interest of $500,000 or $700,000, respectively. Regardless of investors' required return on

similar bonds, investors will be willing to pay more for the bonds if issued at 7 percent

than if the bonds are issued at 5 percent. For example, if the current interest rate required

by investors is 5 percent, then they would bid $10 million for the 5 percent bonds and

more than $10 million for the 7 percent bonds. Similarly, if equity investors require a 7

percent return and expect an entity to earn accounting/book returns of ll percent, the
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1 market will bid up the price of the entity's stock to provide the required return of 7

2 percent.

3

4 Q-

5

How has Staff generally recognized a market-to-book ratio exceeding 1.0 in its cost of

equity analyses in recent years?

6 A.

7

8

First, Staff has assumed that investors expect the market-to-book ratio to remain greater

than 1.0. Given that assumption, Staff has added a stock financing growth rate (vs) term

to the retention ratio (Br) term to calculate its historical and projected sustainable growth

9 rates. s
I

10

11 Q.

12

Do the historical and projected sustainable growth rates Staff uses to develop its

DCF cost of equity in this case continue to include a stock financing growth rate

13 term?

14 A. Yes.

15

16 Q- What is stock financing growth?

17 A.

18

19

20

21

22

Stock financing growth is the growth in an entity's dividends due to the sale of stock by

that entity. Stock financing growth is a concept derived by Myron Gordon and discussed

in his book The Cost of CapiraI to a Public UriIizy.9 Stock financing growth is the product

of the fraction of the funds raised from the sale of stock that accrues to existing

shareholders (v) and the fraction resulting from dividing the funds raised from the sale of

stock by the existing common equity (s).

23

24 Q. What is the mathematical formula for the stock financing growth rate"

25 A. The mathematical formula for stock financing growth is:

9 Gordon, Myron J. The Cost of CapitaI to a Public Uzilizy. MSU Public Utilities Studies, Michigan, 1974. pp 31-35.
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4

Equation 4 :

Stock Financing Growth = vs

where : v

S

Fraction of the funds raised from the sale of stock that accrues

to existing shareholders

Funds raised from the sale of stock as a fraction of the existing

common equity

1

2 Q- How is the variable v presented above calculated"

3 A. Variable v is calculated as follows:
a

4

Equation 5 :

v _ I ._ book value

market value I

5

6

7

For example, assume that a share of stock has a $40 book value and is selling for $50.

Then, to find the value of v, the formula is applied :

v I

8

9 In this example, v is equal to 0.20.

10

11 Q. How is the variable s presented above calculated?

12 A. Variable 5 is calculated as follows:

13

14
Equation 6:

15

S
Funds raised from the issuance of stock

Total existing common equity before the issuance
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1

2

For example, assume that an entity has $100 in existing equity, and it sells $10 of stock.

Then, to find the value of s, the formula is applied:

s
10

100

3

4 In this example, S is equal to 10.0 percent.

5

6 Q- What is the vs term when the market-to-book ratio is equal to 1.0?

7 A.

8

9

10

11

12

A market-to-book ratio equal to 1.0 reflects that investors expect an entity to earn a

book/accounting return on their equity investment equal to the cost of equity. When the

market-to-book ratio is equal to 1.0, none of the funds raised from the sale of stock by the

entity accrues to the benefit of existing shareholders, Le., the term v is equal to zero (0.0)

Consequently, the vs term is also equal to zero (0.0). When stock financing growth is

zero, dividend growth depends solely on the Br term.

13

14 Q. What is the effect of the vs term when the market-to-book ratio is greater than 1.0"

15 A.

16

17

18

19

20

21

22

A market-to-book ratio greater than 1.0 reflects that investors expect an entity to earn a

book/accounting return on their equity investment greater than the cost of equity.

Equation 5 shows that when the market-to-book ratio is greater than 1.0 the v term is also

greater than zero. The excess by which new shares are issued and sold over book value

per share of outstanding stock is a contribution that accrues to existing stockholders in the

form of a higher book value. The resulting higher book value leads to higher expected

earnings and dividends. Continued growth from the vs term is dependent upon the

continued issuance and sale of additional shares at a price that exceeds book value per

23 share.

24
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1 Q. What vs estimate did Staff calculate from its analysis of the sample water utilities?

2 A.

3

Staff estimated an average stock financing growth of 2.1 percent for the sample water

utilities, as shown in Schedule PMC-5 .

4

5 Q.

6

7

What would occur if an entity had a market-to-book ratio greater than 1.0 due to

investors expecting earnings to exceed the cost of equity capital and 'the entity

subsequently experienced newly authorized rates equal to its cost of equity capital?

8 A.

9

There would be downward pressure on the entity's stock price to reflect the change in

future expected cash flows because, in theory, the market-to-book ratio should decline to

10 1.0.

11

12 Q.

13

What is implied by Staffs continued use of the vs term in the historical and projected

sustainable growth rates Staff uses to develop its DCF cost of equity is this case?

14 A.

15

16

17

18

19

20

21

22

The implication is that there are expectations regarding the market-to-book ratio

continuing to exceed 1.0, and that the water utilities will continue to issue and sell stock at

prices exceeding book value to provide benefits to existing shareholders. If the authorized

ROEs for water utilities are established at the cost of equity capital, the market-to-book

ratio should decline to 1.0. If that occurs, the stock financing term would no longer be

necessary. If investors expect the average market-to-book ratio of the sample water

utilities to fall to 1.0 due to authorized ROEs equaling the cost of equity capital, then

Staffs inclusion of the vs term in its constant-growth DCF analysis might result in an over

estimate of its sustainable dividend growth rate and the resulting DCF ROE estimate.

23

24 Q. What are Staff's historical and projected sustainable growth rates?

25 A.

26

Staffs estimated historical sustainable growth rate is 5 .2 percent based on an analysis of

earnings retention for the sample water companies. Staffs projected sustainable growth



Direct Testimony of Pedro M. Craves
Docket Nos. W-02465A-09-0411, et al.
Page 25

1

2

rate is 9.1 percent based on retention growth projected by Value Line, Schedule PMC-5

presents Staffs estimates of the sustainable growth rate.

3

4 Q. What is Staff's expected infinite annual growth rate in dividends?

5 A.

6

7

Staff averaged historical and projected DPS, EPS, and sustainable growth estimates to

calculate the expected infinite annual growth rate in dividends. Schedule PMC-7 presents

the calculation of the expected infinite annual growth rate in dividends. Staffs estimate is

8 5.7 percent.

9 II

10 Q. What is Staff's constant-growth DCF estimate?

11 A. Staffs constant-growth DCF estimate is 9.3 percent, which is shown in Schedule PMC-2.

12

13 The Multi-Stage DCF

14 Q. Why did Staff implement the multi-stage DCF to estimate the Applicants' cost of

15

16 A.

17

18

equity?

As previously stated, Staff used the multi-stage DCF to consider the assumption that

dividends may not grow at a constant rate. Staffs multi-stage DCF incorporates two

growth rates: a near-term growth rate and a long-term growth rate.

19

20 Q- What is the mathematical formula for the multi-stage DCF?

21 A. The multi-stage DCF formula is shown in the following equation:
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Equation 7
IH

H, +
l=l

DI

(1+K)'
D,,(1+gn)

K - g l+K) 1

Where : P0

DI
K

n

Dr

gr

current stock price

dividends expected during stage 1

cost of equity

years of non - constant growth

dividend expected in year n

constant rate of growth expected after year n

l

2

3

4

As mentioned above, Staff incorporated two growth rates. This assumes that investors

expect dividends to grow at a one rate in the near-term ("Stage-1 growth") and another

rate in the long-term ("Stage-2 growth").

5

6 Q. What steps did Staff take to implement its multi-stage DCF cost of equity model?

7 A.

8

9

10

11

First, Staff projected a stream of dividends for each of the sample water utilities using

near-term and long-term growth rates. Second, Staff calculated the rate (cost of equity)

which equates the present value of the forecasted stream of dividends to the current stock

price for each of the sample water utilities. Then, Staff calculated an average of the

individual sample company cost of equity estimates.

12

13 Q. How did Staff calculate near-term (stage-1) growth?

14 A.

15

16

17

Staff projected four years of dividends for each of the sample water utilities. Projections

for the first twelve months, to the extent available, were from Value Line. The dividend

projections for the remainder of stage l reflect the average dividend growth rate calculated

in Staffs constant growth DCF analysis, or 5.7 percent, as shown in Schedule PMC-7.
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1 Q- How did Staff estimate long-term (stage-2) growth?

2 A.

3

4

Staff used the arithmetic average rate of growth in gross domestic product ("GDP") from

1929 to 2009.'° Using the GDP growth rate assumes that the water utility industry is

expected to grow at the same rate as the overall economy.

5

6 Q. What is the historical GDP growth rate that Staff used to estimate stage-2 growth?

7 A. Staff used 6.6 percent to estimate the stage-2 growth rate.

8

9 Q. What is Staft"s multi-stage DCF estimate?
a
J

10 A. Staffs multi-stage DCF estimate is 10.1 percent, as shown in Schedule PMC-8.

11

12 Q. What is Staff's overall DCF estimate?

13 A.

14

15

Staff' s overall DCF estimate is 9.7 percent. Staff calculated the overall DCF estimate by

averaging the constant growth DCF (9.3 percent) and multi-stage DCF (10.1 percent)

estimates, as shown in Schedule PMC-2.

16

17

18

Capital Asset Pricing Model

Q. Please describe the Capital Asset Pricing Model.

19

20

21

22

23

A. The CAPM is concerned with the determination of the prices of capital assets in a

competitive market. The CAPM model describes the relationship between a security's

investment risk and its market rate of return. This relationship identifies the expected rate

of return which investors expect a security to earn so that its market return is comparable

with the market returns earned by other securities of similar risk." The CAPM model

24

25

assumes that investors require a return that is commensurate with the level of risk

associated with a particular security. The model also assumes that investors will

to www.bea.gov
11 David C. Purcell,Cost of Capital -- A Practitioner's GuidePg. 6-1.
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1

2

3

sufficiently diversify their investments to eliminate any non-systematic or unique risk."

In 1990, Professors Harry Markowitz, William Sharpe, and Merton Miller earned the

Nobel Prize in Economic Sciences for their contribution to the development of the CAPM.

4

5 Q- What sample did Staff use to compute the CAPM to estimate the Applicants' cost of

6

7 A.

equity?

Staff used the same sample water utilities for its CAPM computation that it used for its

8 DCF analysis.

9 I
a

10 Q. What is the mathematical formula for the CAPM?

11 A. The mathematical formula for the CAPM is:

12

Equation 8 :

K : R/+¢3(Rm -R/>

where : Rf = risk free rate

Rm = return on market

8 :  be ta

Rm 'Rf = market risk premium

K : expected return

13

14

15

16

The equation shows that the expected return (K) on a risky asset is equal to the risk-free

interest rate ("Rf°) plus the product of the market risk premium ("Rp") (Rm -- Rf)

multiplied by beta (5) where beta represents the riskiness of the investment relative to the

market.17

in The CAPM makes the following assumptions: l. single holding period 2, perfect and competitive securities market
3. no transaction costs 4. no restrictions on short selling or borrowing 5. the existence of a risk-free rate 6.
homogeneous expectations.
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l Q- What is the risk free rate?

2 A. The risk free rate is the rate of return of an investment with zero risk.

3

4 Q- What did Staff use as an estimate for the risk-free rate of interest in its historical

5 market risk premium CAPM method?

6 A.

7

8

9

10

Staff calculated an estimate of the risk-free rate of interest by averaging three (five-,

seven- and ten-year) intermediate-term U.S. Treasury securities' spot rates on February

24, 2010, to correspond with the date Staff selected the sample companies' stock spot

market prices. Staffs estimated risk-free rate for use in its historical market risk premium

CAPM method is 3.1 percent as shown in Schedule PMC-2.

11

12 Q. What did Staff use as an estimate for the risk-free rate of interest in its current

13 market risk premium CAPM method?

14 A.

15

Staff used the February 24, 2010, spot rate on 30-year U.S. Treasury notes, as presented in

the U.S. Treasury Department website.

16

17 Q-

18

Why do U.S. Treasury security spot rates provide an appropriate representation of

the risk-free rate?

19 A.

20

21

U.S. Treasury spot rates represent a good estimate of a risk free rate because they have

virtually no chance of default and are backed by the U.S. Government. Besides, they are

verifiable, objective and readily available.

22

23 Q- What does beta measure?

24 A.

25

Beta measures the systematic risk of a particular entity's stock relative to the market's

beta which is 1.0. Systematic risk is the only risk that cannot be diversified away,

13 Average yield on 5-, 7-, and 10-year Treasury notes according to the U.S. Treasury Department website at
www.ustreas.gov: 2.40%, 3.14% and 3.70%> respectively.
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1

2

3

therefore, it is the only risk that is relevant when estimating an entity's required return.

Since the market's beta is 1.0, a security with a beta higher than 1.0 is riskier than the

market and a security with a beta lower than l .0 is less risky than the market.

4

5 Q- How did Staff estimate a proxy for the Applicants' beta?

6 A.

7

8

Staff averaged the Value Line betas of the sample water utilities and used this average as a

proxy for the Applicants' beta. Schedule PMC-6 shows the Value Line betas for each of

the sample water utilities. Staff" s estimated beta for the Applicants is 0.79.

9 I
|

10 Q- What is a descriptive explanation for the expected market risk premium (Rm .- Rf)?

11 A. Descriptively, the expected market risk premium is the expected return on all common

stocks minus the risk free rate. It is the additional amount of return over the risk-free rate12

13

14

15

that investors expect to receive from investing in the market (or an average-risk security).

Staff used two approaches to calculate the market risk premium: the historical market risk

premium approach and the current market risk premium approach.

16

17 Q. What is the historical market risk premium estimate approach used by Staff?

18 A.

19

The historical market risk premium estimate approach assumes that if the long-run

average market risk premium is used consistently to estimate the expected market risk

20 premium, it should, on average, yield the correct premium. In this approach, Staff

21

22

assumed that the average historical market risk premium estimate is a reasonable estimate

of the expected market risk premium.

23

24 Q. How did Staff calculate an estimate for the historical market risk premium"

25 A. Staff calculated the historical market risk premium by averaging the historical arithmetic

26 differences between the S8<:P 500 and the intermediate-term government bond income
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1 returns published in Momingstar's14 Ibbotson Stocks, Bonds, Bills, and Inflation 2008

2 Classic Yearbook for the period 1926-2008. Staffs historical market risk premium

3 estimate is 6.9 percent, as shown in Schedule PMC-2.

4

5 Q. What is Staff's historical market risk premium CAPM estimate?

6 A. Staffs historical market risk premium CAPM estimate is 8.6 percent, as shown in

7 Schedule PMC-2 .

8

9 Q. How did Staff calculate the current market risk premium estimate"

10 A.

12

13

14

15

Staff first derived a DCF ROE of 14.6 (2.1 + 12.4715) percent using the expected dividend

yield (2.1 percent over the next twelve months) and the annual per share growth rate

(12.47 percent) that Value Line projects for all dividend-paying stocks under its review

(March 5, 2010) as inputs. Then, Staff used the DCF-derived ROE (14.57 percent), the

current long-term risk-free rate (4.63 percent 30-year Treasury note) and the market's

average beta of 1.0. Staff calculated the current market risk premium as 9.9 percent.16

16

17 Q- What is Staff's historical market risk premium CAPM estimate?

18 A. Staffs historical market risk premium CAPM estimate is 12.5 percent, as shown in

19 Schedule PMC-2.

20

21 Q- What is Staff's overall CAPM estimate?

22 A.

23

24

Staffs overall CAPM estimate is 10.6 percent. Staff s overall CAPM estimate is the

average of the historical market risk premium CAPM (8.6 percent) and the current market

risk premium CAPM (12.5 percent) estimates, as shown in Schedule PMC-2.

14 Formerly published by Ibbotson Associates.
15 The three to five year price appreciation is 60%. 1,6005
16 14.57% = 4.63 + (1) (9.94)

1 12.47%
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1 VI.

2 Q-

SUMMARY OF STAFF'S COST OF EQUITY ANALYSIS

What is the result of Staff's constant-growth DCF analysis to estimate of the cost of

equity to the sample water utilities?3

4 A. Schedule PMC-2 shows the result of Staffs constant-growth DCF analysis. The result of

Staffs constant-growth DCF analysis is as follows:

k = Dividend yield + Expected dividend growth

k 3.6% + 5.7%

k 9.3%

5

6

7

8

9

10

11

12

1
|

Staffs constant-growth DCF estimate of the cost of equity to the sample water utilities is

9.3 percent.

13

14 Q- What is the result of Staffs multi-stage DCF analysis to estimate the cost of equity

for the sample utilities?15

16 A. Schedule PMC-8 shows the result of Staffs multi-stage DCF analysis. The result of

Staffs multi-stage DCF analysis is:17

18
Company Equity Cost

Estimate (k)
American States Water
California Water
Aqua America
Connecticut Water
Middlesex Water
SJW Corp

9.7%
9.9%
l0.0%
10.5%
10.8%
9.6%

19
20
21
22
23
24
25
26 I
27
28 Average 10.1%

29

30 Staffs multi-stage DCF estimate of the cost of equity for the sample water utilities is 10.1

31 percent.
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1 Q. What is Staff's overall DCF estimate of the cost of equity for the sample utilities?

2 A.

3

4

5

Staff" s overall DCF estimate of the cost of equity for the sample utilities is 9.7 percent.

Staff s overall DCF estimate was calculated by averaging Staff" s constant growth DCF

(9.3 percent) and Staffs multi-stage DCF (10.1 percent) estimates, as shown in Schedule

PMC-2.

6

7 Q. What is the result of Staffs historical market risk premium CAPM analysis to

8 estimate of the cost of equity for the sample utilities?

9 A. Schedule PMC-2 shows the result of Staffs CAPM analysis using the historical risk

10 premium estimate. The result is as follows :

11

K : R+mRm -R>

12

K 3.1% + 0.79*6.9%13

14 K 8.6%

15

16

17

Staffs CAPM estimate (using the historical market risk premium) of the cost of equity to

the sample water utilities is 8.6 percent.

18

19 Q. What is the result of Staff's current market risk premium CAPM analysis to

20 estimate the cost of equity for the sample utilities?

21 A. Schedule PMC-2 shows the result of Staffs CAPM Analysis using the current market risk

22 premium estimate. The result is:

23
K 4.6% + 0.79 * 9.9%

K 12.5%
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1

2

Staff s CAPM estimate (using the current market risk premium) of the cost of equity to the

sample water utilities is 12.5 percent.

3

4 Q- What is Staff's overall CAPM estimate of the cost of equity for the sample utilities?

5 A.

6

7

Staffs overall CAPM estimate for the sample utilities is 10.6 percent. Staff' s overall

CAPM estimate is the average of the historical market risk premium CAPM (8.6 percent)

and the current market risk premium CAPM (12.5 percent) estimates, as shown in

8 Schedule PMC-2.

9 1
I

10 Q. Please summarize the results of Staff's cost of equity analysis for the sample utilities.

11 A. The following table shows the results of Staffs cost of equity analysis:

12

13 Table 4

Method Estimate
9.7%
10.6%

Average DCF Estimate
Average CAPM Estimate
Overall Average 10.2%

14

15 Staff' s average estimate of the cost of equity to the sample water utilities is 10.2 percent.

16

17 VII.

18 Q.

FINAL COST OF EQUITY ESTIMATES FOR THE APPLICANTS

Do the Applicants' loans affect its cost of equity?

19 A.

20

21

22

23

Yes. An entity's financial risk increases with increased leverage placing upward pressure

on its cost of equity, regardless of the rate-making recovery mechanism. The average

capital structure for the sample water utilities is composed of 49.0 percent equity and 5 l .0

percent debt, as shown on Staff Schedule PMC-3. The Applicants' consolidated actual

capital structure is composed of 67.8 percent equity and 32.2 percent debt. In this case,
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1

l

2

3

since the Applicants' capital structure is less leveraged than that of the average sample

water utilities' capital structure, its stockholders bear less financial risk than the sample

water utilities. Accordingly, the Applicants' cost of equity is lower than the sample water

4 utilities.

5

6 Q.

7

What method does Staff use to calculate the effect on the cost of equity capital of the

different financial risks posed by the Applicants versus the sample companies?

8 A.

9

10

Staff uses the methodology developed by Professor Robert Hamada of the University of

Chicago ("Hamada method"), which incorporates capital structure theory with the CAPM,

to estimate the effect of the Applicants' capital structure on their cost of equity. Using the

11 Hamada method, Staff calculated a financial risk adjustment for the Applicants of negative

12

13

40 basis points (0.4 percent). The Applicants' cost of equity adjusted for financial risk is

9.8 percent. It can be calculated by subtracting the financial risk adjustment from Staff" s

14 0.4

15

average estimate of the cost of equity to the sample water utilities (10.2 percent

percent = 9.8 percent),

16

17 Q-

18

19

Does Stafi"s 40 basis point downward financial risk adjustment to the cost of equity

reflect the full downward measure to the cost of equity due to difference in financial

risk in the Applicants' capital structure compared to the sample water utilities?

20 A. No. Staff calculated its recommended 40 basis point downward financial risk adjustment

21

22

23

24

25

using the Applicants' consolidated actual capital structure composed of 67.8 percent

equity and 32.2 percent debt and assumed that the sample companies had a capital

structure comprised of60 percent equity and 40 percent debt instead of the actual average

capital structure for the sample companies. If Staff had measured the financial risk

adjustment using the actual average capital structure for the sample companies, the
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1

2

3

4

5

downward financial risk adjustment would have been 90 basis points.17 Staff measured

the financial risk adjustment assuming the 60 percent equity for the sample companies to

recognize that a capital structure composed of 60 percent equity and 40 percent debt is

reasonable, even though it is less leveraged than that of the sample companies, and to

encourage the Applicants to maintain a healthy capital structure.

6

7 Q. What is Staff's ROE estimate for the Applicants?

8 A.

9

10

11

Staff determined an ROE estimate of 10.2 percent for the Applicants based on cost of

equity estimates for the sample companies ranging from 9.7 percent for the DCF to 10.6

percent for the CAPM. Staff is recommending adoption of a 40 basis point downward

financial risk adjustment to 9.8 percent.

12

13 VIII. RATE OF RETURN RECOMMENDATION

14 Q- What overall rate of return did Staff determine for the Applicants?

15 A. Staff determined a 8.6 percent ROR for the Applicants, as shown in Schedule PMC-1 and

the following table:16

17

18

19

Table 5

Weight Cost
Weighted
Cost

Long-term Debt
Common Equity

32.2%
67.8%

6.3%
9.8%

2.0%
6.6%

Overall ROR 8.6%

17 Equity levels are directly related to the financial risk adjustment (i.e. the financial risk adjustment will be higher if
equity is higher and vice-versa.)
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1 IX. STAFF RESPONSE To APPLICANTS' COST OF CAPITAL WITNESS MR.

2 THOMAS J. BOURASSA

3 Q. Please summarize Mr. Bourassa's analyses and recommendations.

4 A.

5

Mr. Bourassa recommends a 12.5 percent ROE based on analyses for single and multi-

stage DCF models, as well as historical and current market risk premium CAPM for the

6

7

8

9

10

same sample of water companies selected by Staff. Mr. Bourassa also asserts that the

Applicants face additional risks not captured by the market models, such as regulatory and

financial risk, and he concludes that 12.5 percent ROE presents a reasonable balance

resulting from his analyses. Mr. Bourassa proposes a 9.9 percent tor the overall ROR and

a capital structure consisting of78.9 percent equity and 21 .l percent debt.

12 Constant-Growth DCF

13 Q.

14

Does Staff have any comments on Mr. Bourassa's exclusive reliance on analysts'

forecasts to estimate DPS growth in his constant growth DCF estimates"

15 A.

16

17

18

19

Yes. Generally, analysts' forecasts are known to be overly optimistic. Sole use of

analysts' forecasts to calculate the growth in dividends (g) causes inflated growth, and

consequently, inflated cost of equity estimates. Also, relying only on analysts' forecasts

of earnings growth to forecast DPS is inappropriate because it assumes that investors do

not look at other relevant information such as past dividend and earnings growth.

20
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1 Q.

2

3

Does Staff have any comments on the study cited by Mr. Bourassa, conducted by

David A. Gordon, Myron J. Gordon and Lawrence I. Gould,18 that he asserts

supports primary use of analysts' forecasts in the DCF model?

4 A.

5

Yes. The article cited by Mr. Bourassa does not conclude that investors ignore past

growth when pricing stocks. Additionally, the article does not support the conclusion that

these forecasts should be used alone.6

7

8 Q. Does Professor Gordon recommend relying exclusively on analysts' forecasts as the

9 measure of growth in the DCF model? s

J

10 A. No. Subsequent to the study cited by Mr. Bourassa,19 Professor Gordon provided the

11

12

keynote address at the 30th Financial Forum of the Society of Utility and Regulatory

Financial Analysts, in which he stated:

13

14
15
16
17
18
19
20
21
22
23
24

I understand that companies coming before regulatory agencies
liked and advocated the high growth rates in security analyst
forecasts for arriving at their cost of equity capital. Instead of
rejecting these forecasts, I understand that FERC and other
regulatory agencies have decided to compromise with them. In
particular, in arriving at the cost of equity for company XI the
FERC has decided to arrive at the growth rate in my dividend
growth model by using an average of two growth rates. One is
security analysts forecast of the short-term growth rate in earnings
provided by IBES or Value Line and the other a more long run and
typically lower fgure such as the past growth in GNP.

25
26
27
28

Such an average can be questioned on various grounds. However,
my judgment is that between the snort-term forecast alone and its
average with the past growth rate in GNP, the latter may be a

0 (Emphasis added)more reasonable fgure.

.8 Gordon, David A., Myron J. Gordon, Lawrence I. Gould. "Choice Among Methods of Estirnating Share Yield."
The Journal of Portfo[io Management. Spring 1989. pp. 50-55. (Direct Testimony of Mr. Thomas J. Bourassa, filed
under Docket No. W-02465A-09-041 l, page 28, footnote 3.)

l ibid.
20 Gordon, M. J. Keynote Address at the 30th Financial Forum of the Society of Utility and Regulatory Financial
Analysts. May 8, 1998. Transparency 3.
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1

2

Simply stated, Professor Gordon would temper the typically higher analysts' forecasts

with the typically lower GNP growth rate by averaging the two.

3

4 Q.

5

How does Staff respond to Mr. Bourassa's statement, "Logically, in estimating future

growth, financial institutions and analyst have taken into account all relevant

6 historical information on a company as well as other more recent information. To

7

8

the extent that past results provide useful indications of future growth prospects,

analysts' forecasts would already incorporate that information."21'7

9 A.

10

11

12

The appropriate growth rate to use in the DCF formula is the dividend growth rate

expected by investors, not by analysts. Therefore, while analysts may have considered

historical measures of growth, it is reasonable to assume that investors rely to some extent

on past growth as well. This calls for consideration of both analysts' forecasts and past

13 growth.

14

15 Q.

16

Does Staff have any other evidence to support its assertion that heavy reliance on

analysts' forecasts of earnings growth in the DCF model would result in inflated east

17

18 A.

19

of equity estimates?

Yes. Experts in the financial community have commented on the optimism in analysts'

forecasts of future earnings." A study cited by David Dre ran in his book Contrarian

20 Investment Strategies: The Next Generation found that

21

Value Line analysts were

optimistic in their forecasts by 9 percent annually, on average, for the 1987 .-. 1989 period.

21 Direct Testimony of Mr. Thomas J. Bourassa, tiled under Docket No. W-02465A-09-041 1, Page 28, lines 2-5.
Direct Testimony of Mr. Thomas J. Bourassa, filed under Docket.No. W-20453A-09-0412, Page 28, lines 2-5
Direct Testimony of Mr. Thomas J. Bourassa, filed under Docket No. W-20454A-09-0413, Page 28, lines 2-5.

22 See Seidel, Jeremy J. Stocks for the Lone Run. 2002. McGraw-Hill. New York. p. 100. Dre ran, David.
Contrarian Investment Strategies: The Next Generation. 1998. Simon & Schuster. New York. pp. 97-98. Mariel,
Burton G. A Random Walk Down Wall Street. 2003. W.W. Norton & Co. New York. p. 175.
Testimony of Professors Myron J. Gordon and Lawrence I. Gould, consultant to the Trial Staff (Common Carrier
Bureau), FCC Docket 79-63, p. 95.
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l

2

Another study conducted by David Drernan found that, between 1982 and 1997, analysts

overestimated the growth of earnings of companies in the S&P 500 by 188 percent.

3

4

5

6

Also, Burton Malkiel of Princeton University studied the one-year and five-year earnings

forecasts made by some of the most respected names in the investment business. His

results showed that the five-year estimates of professional analysts, when compared with

actual earnings growth rates, were much more inaccurate than the predictions from several

7 naive forecasting models, such as the long-run rate of growth of national income. In the

8

9

following excerpt from Professor Malkiel's book A Random Walk Down Wall Street, he

discusses the results of his study: 1

10

11

12

13

14

15

16

17

18

When confronted with the poor record of their five-year growth
estimates, the security analysts honestly, if sheepishly, admitted
that five years ahead is really too far in advance to make reliable
projections. They protested that although long-term projections
are admittedly important, they really ought to be judged on their
ability to project earnings changes one year ahead. Believe it or
not, it turned out that their one-year forecasts were even worse
than their fve-year projections.

19
20
21
22
23
24
25
26
27

The analysts fought back gamely. They complained that if was
unfair to judge their performance on a wide cross section of
industries, because earnings for high-tech firms and various
"cyclical " companies are notoriously hard to forecast. "Trv us on
utilities, " one analyst conhdentlv asserted At the time they were
considered among the most stable group of companies because of
government regulation. So we tried it and they din 't like it. Even
the forecasts for the stable utilities were far off the mark.23
(Emphasis added)

.23 Malkiel, Burton G. A Random Walk Down Wall Street. 2003. W.W. Norton & Co. New York. p. 175
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4

1 Q- Are investors aware of the problems related to analysts' forecasts?

2 A.

3

4

5

Yes. In addition to books, there are numerous published articles appearing in The Wall

Street Journal and other financial publications that cast doubt as to how accurate research

analysts are in their forecasts.24 Investors, being keenly aware of these inherent biases in

forecasts, will use other methods to assess future growth.

6

7 Q- Should DPS growth be considered in a DCF analysis?

8 A.

9

10

Yes. As previously stated in Section V of this testimony, the current market price of a

stock is equal to the present value of all expected future dividends, not future earnings.

Professor Jeremy Siegel from the Wharton School of Finance stated:

11

12

13

14

15

16

17

18

Note that the price of the stock is always equal to the present value
of allfuture dividends and not the present value of future earnings.
Earnings not paid to investors can have value only if they are paid
as dividends or other cash disbursements at a later date. Valuing
stock as the present discounted value of future earnin'gs is
manifestly wrong and greatly overstates the value of the firm. 5

19

20

21

In other words, investors pay attention to earnings as long as they are paid as dividends.

Earnings can easily be overstated, but if investors do not receive dividends or other cash

disbursement at a later date, then such earnings are meaningless.

24 See Smith, Randall & Craig, Suzanne. "Big Firms Had Research Ploy: Quiet Payments Among Rivals." The Wall
Street Journal. April 30, 2003. Brown, Ken. "Analysts: Still Coming Up Rosy." The Wall Street Journal. January
27: 2003. p. Cl. Kamiin, Craig. "Profit Forecasts Become Anybody's Guess." The Wall Street Journal. January
21, 2003. p. Cl. Gasparino, Charles. "Merrill Lynch Investigation Widens." The Wall Street./ourrzal. Apr i l  l l ,
2002. p. CO. Elstein, Aaron. "Earnings Estimates Are All Over the Map." The Wall Street Journal. August 2,
2001. p. Cl. Dre ran, David. "Don't Count on those Earnings Forecasts." Forbes. January 26, 1998. p. 110.
3 Seidel, Jeremy J. Stocks for the Long Run. 2002. McGraw-Hill. New York. P. 93.



Direct Testimony of Pedro M. Chavez
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Page 42

1 Multi-Stage DCF

2 Q.

3

Does Staff have any comments on Mr. Bourassa's primary reliance on forecasted

earnings growth for the near-term ("Stage -1 growth") in his multi-stage DCF?

4 A. Yes. As previously discussed, heavy reliance on forecasted earnings growth for the near-

5

6

7

term (Stage-l growth) is inappropriate since analysts forecasts of earnings growth are

known to be overly optimistic. Reliance on forecasted earnings growth, to the exclusion

of historic EPS and historical and projected DPS, likely results in inflated cost of equity

8 estimates .

9 s

I

10 Firm-Specific Risk

11 Q.

12

13

14

What is Stafi"s response to Mr. Bourassa's contention that the market data provided

by the sample water utilities does not capture all of the market risk associated with

the Applicants due to Arizona regulatory requirements, use of historical test years

wi th l imi ted out of  per iod adjustment recogni t ion and lack of adjustor

mechanisms'72615

16 A.

17

18

19

The examples cited by Mr. Bourassa are examples of firm-specific or unique risks. All

companies have firm-specific risk. Accordingly, the existence of firm-specific risk does

not lead to the conclusion that a company with firm specific risk has more total risk than

others. A valid comparison of total risk between companies would require identification

20 quantif ication of all of  their unique risks

21

22

and an exhausting endeavor at best.

Fortunately, such an analysis is unnecessary since, as previously discussed, the market

does not compensate investors for firm-specific risk because that risk can be eliminated

23 through diversification.

24

26 Direct Testimony of Mr. Thomas J. Bourassa, tiled under Docket No. W-02465A-09-041 1, Page 36, lines 18-20.
Direct Testimony of Mr, Thomas J. Bourassa, tiled under Docket No. W-20453A-09-0412, Page 36, lines 18-20.
Direct Testimony of Mr. Thomas J. Bourassa, filed under Docket No. W-20454A-09-0_13, Page 36, lines 18-20.



Direct Testimony of Pedro M. Craves
Docket Nos. W-02465A-09~04l I, et al,
Page 43

1 Q.

2

3

Does Staff have a response to Mr. Bourassa's assertion that a good argument can be

made that the Applicants are not comparable to the six publicly traded water utilities

in the sample group due to a difference in size?27

4 A,

5

6

7

The Commission has previously ruled that firm size does not warrant recognition of a risk

premium. In Decision No. 64282, dated December 28, 2001, for Arizona Water, the

Commission stated, "We do not agree with the Company's proposal to assign a risk

premium to Arizona Water based on its size relative to other publicly traded water

8 utilities....an In Decision No. 64727, dated April 17, 2002, for Black Mountain Gas, the

9

10

11

12

Commission agreed with Staff that "the 'f irm size phenomenon' does not exist for

regulated utilities, and that therefore there is no need to adjust for risk for small firm size

in utility rate regulation." Further, as previously noted, the Applicants' ultimate parent,

Algonquin Power Income Fund, has access to the capital markets.

13

14 x . CONCLUSION

15 Q- Please summarize Staff's recommendations.

16 A.

17

18

Staff recommends that the Commission adopt an 8.6 percent WACC for the Applicants in

this proceeding based on capital structure composed of 32.2 percent debt (at 6.3 percent)

and 67.8 percent equity (at 9.8 percent).

19

20 Q~ Does this conclude your direct testimony?

21 A. Yes, it does.

27 Direct Testimony of Mr. Thomas J. Bourassa, tiled under Docket No. W~02465A-09-041 1, Page 36, lines 10-18.
Direct Testimony of Mr. Thomas J. Bourassa, filed under Docket No. W-20453A-09-0412, Page 36, lines 10-18.
Direct Testimony of Mr. Thomas J. Bourassa, filed under Docket No. W-20)54A-09-0-13, Page 36, lines 10-18.
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Bella Vista Water company, Inc., et al.
Capitalization

Amount outstanding
as of 12/31/2009

Percentage of
Capital Structure

Total Debt s 32.2%1,580,636

67.8%$ 3,329,745Total Equity 1

100.0%$ 4,910,381Total Capitalization

Docket No. W»02465A-09-0411, et al. Schedule PMC-9

s

,

1 Adjustments to Equity

Applicants Equity as of 12/31/2009
Accumulated Depreciation Adjustment (a) .
CIAC Adjustment (Bella Vista Water Company-Consolidated, Schedule D-1 )
Accumulated Deferred Income Tax Adjustment (b)
Plant Retirements (Direct Testimony of Crystal Brown for Bella Vista, Schedule CSB-4)

$
$
$
$
$

6,355,299
3,179,158

(27,772)
(3,623,106)
(2,553,834)

Total Equity $ 3,329,745

(a) Accumulated Depreciation Adjustment
Bella Vista Water Company (Consolidated) Schedule D-1
Direct Testimony of Crystal Brown for Bella Vista, Schedule CSB-4
Direct Testimony of Crystal Brown for Northern Sunrise, Schedule CSB-4
Direct Testimony of Crystal Brown for Southern Sunrise, Schedule CSB-4

Total Accumulated Depreciation Adjustment

$
$
$
$
$

(106,253)
3,232,931

11,624
40,856

3,179,158

(b) Accumulated Deferred Income Tax Adjustment
Bella Vista Water Company (Consolidated) Schedule D-1
Direct Testimony of Crystal Brown for Bella Vista, Schedule CSB-4
Direct Testimony of Crystal Brown for Northern Sunrise, Schedule CSB-4
Direct Testimony of Crystal Brown for Southern Sunrise, Schedule CSB-4

Total Accumulated Deferred Income Tax Adjustment

$
$
$
$
$

72,169
(2,938,625)

(200,850)
(555,800)

('8,623,106)

r
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BEFORE THE ARIZONA CORPORATION COMMISSION

KRISTIN K. MAYES
Chainman

GARY PIERCE
Commissioner

PAUL NEWMAN
Commissioner

SANDRA D. KENNEDY
Commissioner

BOB STUMP
Commissioner

DOCKET NO. W-02465A-09-041 1IN THE MATTER OF THE APPLICATION OF
BELLA VISTA WATER co., INC. AN ARIZONA
CORPORATION, FOR A DETERMINATION OF THE
FAIR VALUE OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES IN ITS WATER
RATES AND CHARGES FOR UTILITY SERVICE
BASED THEREON.

)
)
)
)
)
)
)

1

DOCKET NO. W-20453A-09-0412IN THE MATTER OF THE APPLICATION OF )
NQRTHERN SUNRISE WATER COMPANY INC., AN )
ARIZONA CORPORATION, FOR A )
DETERMINATION OF THE FAIR VALUE OF ITS )
UTILITY PLANTS AND PROPERTY AND FOR )
INCREASES IN ITS WATER RATES AND CHARGES )
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1

EXECUTIVE SUMMARY
BELLA VISTA WATER COMPANY, INC.

NORTHERN SUNRISE WATER COMPANY, INC., AND
SOUTHERN SUNRISE WATER COMPANY
DOCKET nos. W-02465A-09-0411, ET AL

The Surrebuttal testimony of Staff witness Pedro M. Chaves addresses the following
issues:

Capital Structure - Staff recommends that the Commission adopt a capital structure for Bella
Vista Water Company, Inc., Northern Sunrise Water Company, Inc., and Southern Sunrise Water

Company, Inc., (collectively "Applicants") for this proceeding consisting of 18.7 percent debt
and 81.3 percent equity.

Cost of Equity - Staff recommends that the Commission adopt a 9.3 percent return on equity
("ROE") for the Applicants. Staff' s estimated ROE for the Applicants is based on cost of equity
estimates for the sample companies ranging from 9.5 percent for the discounted cash flow
method ("DCF") to 11.1 percent for the capital asset pricing model ("CAPM"). Staff' s ROE
recommendation includes a 1.0 percent downward adjustment to reflect a lower financial risk in
the Applicants' capital structure compared to that of the sample companies.

Cost of Debt - Staff recommends that the Commission adopt a 6.3 percent cost of debt.

Overall Rate of Return .- Staff recommends that the Commission adopt an overall rate of return
("ROR") of 8.8 percent.

Response to the Rebuttal Testimony of Applicant's .witness Mr. Thomas J. Bourassa ..- The
Commission should reject the Company-proposed 10.9 percent ROE for the following reasons:

Mr. Bourassa's DCF estimates rely primarily on analysts' forecasts.
Mr. Bourassa's DCF constant-growth analysis does not include dividend growth.
Mr. Bourassa's Finn-specific risk adjustment is not consistent with modem
financial theory.
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1 1. INTRODUCTION

2 Q- Please state your name, occupation, and business address.

3 A.

4

5

My name is Pedro M. Chases. I am a Public Utilities Analyst employed by the Arizona

Corporation Commission ("Commission") in the Utilities Division ("Staff'). My business

address is 1200 West Washington Street, Phoenix, Arizona 85007.

6

7 Q- Are you the same Pedro M. Chaves who filed direct testimony in this case?

8 A. Yes, I am.

9
3

I

10 Q- What is the purpose of your surrebuttal testimony in this rate proceeding?

11 A.

12

13

14

15

16

The purpose of my surrebuttal testimony in this rate proceeding is to report on Staffs

updated cost of capital analysis with its recommendations regarding Bella Vista Water

Company, Inc., Northern Sunrise Water Company, Inc., and Southern Sunrise Water

Company, Inc., (collectively "Applicants") cost of capital and to respond to the cost of

capital portion of the rebuttal testimony of the Applicants' witness Mr. Thomas J.

Bourassa ("Mr. Bourassa's Reburial").

17

18 Q. Briefly summarize how Staff's Surrebuttal Testimony on cost of capital is organized.

19 A.

20

21

Staffs surrebuttal testimony on cost of capital is presented in four sections. Section I is

this introduction. Section II discusses Staffs updated cost of capital analysis. Section III

presents Staff s comments on Mr. Bourassa's rebuttal testimony. Lastly, Section IV

22 presents Staff' s recommendations.
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q

1 11.

2 Q-

3

4 A.

cosT OF EQUITY AND OVERALL RATE OF RETURN

Did Staff update its analysis concerning the Applicant's cost of equity ("COE") since

it tiled its Direct Testimony?

Yes. Staff updated its analysis to include the most updated data available.

5

6 Q. What is Staff's updated COE?

A. Staff s updated COE is 9.3 percent.

Q- What is Staff recommending for the Applicants' COE? I
I

A. Staff is recommending a COE of 9.3 percent derived from its updated cost of equity

estimated range from 9.5 percent to 11.1 percent with a dovmward f inancial risk

adjustment of 100 basis points, or 1.0 percent. In Staff" s direct testimony, the COE was

9.8 percent including a 0.4 percent downward risk adjustment.

7

8

9

10

11

12

13

14

15

16

Q- Did Staff update its analysis concerning the Applicants' overall rate of return

("ROR")?

A. Yes.

Q- What is Staff's updated overall ROR?

17

18

19

20 A. Staff' s updated overall ROR is 8.8 percent.

Q, What is Staff recommending for the Applicants' overall rate of return?

21

22

23

24

A.

25

Staff is recommending an overall rate of return of 8.8 percent. Staff s recommendation is

based on a COE of 9.3 percent and a capital structure of 81.3 percent equity and 18.7

percent debt, as shown in Surrebuttal Schedule PMC-1. In Staff" s direct testimony, the
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1 COE was 8.6 percent and the capital structure consisted of 67.8 percent equity and 32.2

2 percent debt.

3

4 Q. Why is Staff recommending a different capital structure for the Applicant?

5 A.

6

7

8

9

10

11

As indicated above, Staff updated its analysis to include the most updated data available.

This update included updating the capital structure as of March 31, 2010. Further, Staff

did not make any adjustments to equity as it had in its Direct Testimony since Staffs

Surrebuttal adjustments did not materially affect equity.1 Due to this change in the capital

structure, the financial risk decreased resulting in a downward financial risk adjustment of

100 basis points for Surrebuttal Testimony vis-8-vis a downward financial risk adjustment

of 40 basis points in Direct Testimony.

12

13 111. RESPONSE TO THE REBUTTAL TESTIMONY OF THE APPLICANTS' COST

14 OF CAPITAL WITNESS

15 Mr. Bourassa's Rebuttal

16 Q-

17

Does Staff have any comment regarding Mr. Bourassa's assessment that "Staff's

financial risk adjustment is overstated because Staff uses book values rather than

18

19

conceptually correct market values for equity in calculating the risk adjustment

using the Hamada formula"2'?

20 A.

21

22

23

24

Yes. Staff acknowledges that the Hamada methodology was developed using market

values of equity for estimating a financial risk adjustment. However, use of book values

to estimate a f inancial risk adjustment is prudent and reasonable in a regulatory

environment. In fact, the Commission has rejected the use of market-value capital

structures to determine rates of return.3 Further, the Commission has indicated that it

1 See Direct Testimony Schedule PMC-9 and Surrebuttal Schedule PMC-9.
2 Mr. Bourassa's Rebuttal, page 8, lines 8-10.
3 Commission Decision Nos. 69440, 68858 and 70209, dated May 1, 2007, July 28, 2007 and March 20, 2008,
respectively,
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1 would be inappropriate to authorize a return on equity to match a market value, when

market value differs from book value.42

3

4 Q~

5

6

Mr. Bourassa states that: "If Bella Vista Water Company ("BVWC") had its own

beta, it would have a higher beta than the sample water utility c0mpanies."5 Does

Staff have any comments on this statement?

7 A.

8

9

10

Yes. Mr. Bourassa bases his statement on the premises that the Applicants are smaller in

size and have more company-specific risk. As discussed below, the market does not

reward for unique risk as it can be diversified away. Therefore there is no basis to the

assumption that the Applicants would have a higher beta other than Mr. Bourassa's belief.

11

12 Q-

13

Mr. Bourassa further indicates that: "A higher beta for B C would result in a

much lower financial risk adjustment using the Hamada f0rn1ula."6 Does Staff have

14 any comments on this statement?

15 A.

16

17

18

Yes. Mr. Bourassa's assertion is a misrepresentation of the purpose of the Hamada

formula. The purpose is to quantify differences in the cost of capital due to differences in

capital structures, not to account for differences in beta. Further, his claim is based on the

unfounded premise that the Applicants have a higher beta.
1

19

20 Q-

21

22

Does Staff have any comments regarding Mr. Bourassa's statement that "Contrary

to Mr. Chaves's assertions, the investment related to such factors as firm size and

Arizona's regulatory environment are important to investors."7?

23 A. Yes. First, Staff clearly indicated that the existence of firm-specific risk (unique risk)

24 does not lead to the conclusion that a company with firm-specific risk has more total risk

4 Commission Decision No. 70372, dated June 13, 2008.
5 Mr. Bourassa's Rebuttal, page 8, lines 14 - 15.
6 Mr. Bourassa's Rebuttal, page 8, lines 23 - 24.
7 Mr. Bourassa's Rebuttal, page 13, lines 11-13.
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1

2

3

than others and that the market does not compensate investors for firm-specific risk

because that risk can be eliminated through diversification. In other words, firm size and

regulatory risks are firm-specific risks whether it is in Arizona or another state. Investors

4 cannot expect to be compensated for firm-speeiic risks as these can be diversified away.

5

6

7

8

9

10

11

12

13

14

15

16

17

18

Second, the unique regulatory environments of the sample companies and the Applicants

are firm-specitic risks for which investors cannot expect compensation. Mr. Bourassa

does not demonstrate that Arizona is a less favorable regulatory environment from those

of the sample companies. Every regulatory jurisdiction has its,own framework with its

own specific identifiable advantages and disadvantages, however, it is the overall effect

that is relevant. Nothing in Mr. Bourassa's testimony provides this overall perspective.

The fact that investors continue to acquire Arizona utilities and invest capital in Arizona

utilities debunks the notion that the regulatory environment in Arizona places utilities at

some disadvantage. The regulatory framework in Arizona has many attractive attributes

including but not limited to: use of fair value rate base, ability to seek accounting orders,

recognition of known and measurable changes, wide use of hook-up fees and regulatory

responsiveness to utility industry concerns (e.g., arsenic cost recovery mechanisms and

arsenic remedial surcharge mechanisms).

19

20 Q- Can Staff cite any studies that address the effects of a utility's small size on its cost of

21 capital?

22 A.

23

24

Yes. This matter is the subject of a study by Annie Wong, which was published in the

Journal of the Midwest Finance Association in 1993. The study concluded that while a

firm size risk factor may be required for industrial firms, it is not required for utilities:

25
26
27

The objective of this study is to examine if the size effect exists in the utility
industry. After controlling for equity values, there is some weak evidence
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*

1

2

3

4

that firm size is a missing factor from the CAPM for the industrial but not for
the utility stocks. This implies that although the size phenomenon has been
strongly documented for the industrials, the findings suggest that there is no
need to adjust for the firm size in utility rate regulations.

5

6 Q. Does Wong explain why size is not relevant in the utility industry?

7 A. Yes. Wong explains that the main reasons are monopolistic power and the regulated

financial structure of utilities:8

9

10

11

12

13

14

15

16

First, given firm size, utility stocks are consistently less risky than industrial
stocks. Second, industrial betas tend to decrease with firm size but utility
betas do not. These findings may be attributed to the fact that all public
utilities operate in an environment with regional monopolistic power and
regulated financial structure. As a result, the business and financial risks are
very similar among the utilities regardless of their sizes. Therefore, utility
betas would not necessarily be expected to be related to firm size.9

17

18 Q- Does Staff have any additional comments to the Company's discussion regarding

risk due to small firm size?19

20 A.

21

22

23

24

25

Yes. The Applicants are owned by Algonquin Water Resources of America, Inc.

("AWRA") known as Liberty Water, Inc. AWRA is an indirect wholly owned subsidiary

of Algonquin Power Income Fund which is publicly traded on the Toronto Stock

Exchange. In October, 2009, Algonquin Power Income fund converted to a Corporation

known as Algonquin Power and Utility Corp. As subsidiaries of a publicly traded

company, The Applicants have access to capital markets through its corporate parent.

8 Wong, Annie. "Utility Stocks and the Size Effect: An Empirical Analysis." Journal of the Midwest Finance
Association. 1993. Page 98.
9 Ibid.

9
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1 Q-

2

Mr. Bourassa indicates that Staff 's assertion that he relies exclusively on analyst

estimates is erroneous.10 Does Staff have a response to this assertion"

3 A. Yes. Mr. Bourassa does not rely exclusively on analyst estimates. Instead, Mr. Bourassa

4 relies on forecasted growth rates as his primary estimate of growth.

5

6 Q-

7

Does your silence on any of the issues, matters or findings addressed in the testimony

of any of  the witnesses for the Applicants constitute your acceptance of  their

positions on such issues, matters or findings?8

9 A.

10

11

12

No. Staff limited its discussion to the specific issues outlined above. Staffs lack of

response to any issue in this proceeding should not be construed as agreement with the

Company's position in its rebuttal testimony, rather, where there is no response Staff

relies on its original Direct Testimony.

13

14 IV. STAFF RECOMMENDATIONS

15 Q. What are Staffs recommendations for the Applicants' cost of capital?

16 A. Staff makes the following recommendations for the Applicants' cost of capital:

17 1.

18 2.

19 3.

20 4.

Staff recommends a capital structure of 18.7 percent debt and 81 .3 percent equity.

Staff recommends a cost of debt of 6.3 percent.

Staff recommends a cost of equity of 9.3 percent.

Staff recommends an overall rate of return of 8.8 percent.

21

22 Q- Does this conclude your testimony?

23 A. Yes, it does.

10 Mr. Bourassa's Rebuttal, page 14, lines 11- 12.



8 8 S
N LQ co1-  l\  W

g 8 8
<r <4 °!
v- @ @

'u
<v4-1 4-v
.c W
E '  o
g O

8 8
cos. m.
(D m

\°
a 31
(D w-

8
+-»
. E

8  8r (*)
@ v -

@

8 8
LQ vNNE

3

Er :
D.m
O
o

m
3. .o
. .
cm

It '
D.
m92

8_
o

'O
GJ
m
o
a.
8
D_C

. Q._-

E

U)

8
8

> (5
3 : G.)

3  >
U_l <

'u
8 .Q

. C

E . 9
G)

'coU)G.)
a

C
cw
D. +-IE .Q E
o G.) oo Q o 3

O
3 o

m 8
3 O
'u as
: 9an >'»_

3 0)

EO l-l_l<€`o
8 Q Q
no E :
8 : 8 5 . 5
m m o a x..-<noo3

4-1
m

OIO

-ill_ llllll | ll mum l l l l l l l l

\"""
I

0
E
D_
i *
3
U
G.)
.c
o
U)
as
z
3
.Q
G)
L .
L..
3
co

Q

Q
c-up
m4-4.nm

x

I

c »-
(5

Eo
§E  3Q -H

o UP
L .
G)
m

C

o
G)

8
vo

8.
3 o
u e au UE '
o o Q.
- 15* o f

N * ' q)
n . ° ozlu

E c o
_98
. ' ! < ' o
885QEE3 Ge

Svo
5 -Q M
u : a =
% <42

U)m

'T
u
E
B..
B
:
Eu
Eu
o
2
B.

3

8
2
ou
"E5' an

* on
x .E
8 o
.. 8
"' :I8 fn

TO
4-0(1)v :

W
9m
9
<
LO(D
<1-No
é
d
z
*G)
oo
D



C
3 = 'n

3
g

up -1
g
g
cm
3'

no o
:r
m.-.

c'>m x
m '0

Q U

m i
.I

U
< o

8. ;LQQNQ1983:-
9.wQ8.

11118
m m
290""3"l'I
am
3-m

BE'

m .. w
25

u» 3
m»-4
(D

o3934>
-13 g*U
8 8'
o °J.
o
33§> 2
gnuZW;

4
--up *U

838

+N
8

. n
§l2'.

+ + +

4 41 Y,
o f o f

+x x x +

mzzé
3 go

og >
~l as

9 'no 5.
8'» m
=3
m 2
E a'
3 T

o 8

.a
E.m 8
2 9. en

ll ll llll ll ll

S"
u P . .

no L 3
u ¢;_,
2288

934
vgotgbr
3~£

I: a w

3288

o

J

D
o
o
?<'

9.

...s

<fl u
"" c

a

E!
in
Jr
4-1
a

u
3
en
2*

UI
n
3

11
3
o

o

~< :>

3;m
a

n
2.
zll
r(I

3inJr

-la-1
rt
ID

9.
m
'la
-3
-Ao-1

I
-4

Z
p
éoNJAmm
Po
<po5

`Uq
ro
3.
c
3

:n
1:
n
8o

Eof
el
a

4a1
uo
-<nan9
-'l'\n

C D
4-4»

m

ul
as
-la9
o
3
»

:
n

s=
gr
-4'9l l gr;

P '

:

~2 H t
UI
m
9 :L

3m
a 1

nm 3n3
i i

E
.~

E
8-up

:

v»_

R

E U )m

3* 3
» z

1: l
3 8
.: s

la E
- I:
14 :I 1

a
E L
Q :

s. G s
9 :3 ~21

s

a 55 a
Q oF 3
: 3'
sg E
= " *3 3
u n

i s
N 9g 2
<
•2
U

s
A r

o .a
"' 5a

g Sn
yr
Q
o
<

w
Q

119)
D S

cm-..
N) (')0>
3  o §

O . .
2*"'a90c
c<

"'*<

o

§ 8 m 8
co 3 3'

F* 0
m .I
cm cm

F *

w

8

§

8
cmC*I1mo'Cso
8
CDo
coD.
E
co
U
g
QN



1-°r"

8 8 8 8 8 8Q o o
6o o o o o o'nmo|- 8

qoc

8
Qoo

Lu

c

8 ._
o
O

8 8 op 8 8 8
of'

. Q v n. If Q¢*) N v (D WI-U In v v v l~0

8vo
v -of

8
<Iof
~4-

8 8 8 8 8 8
oq Q :Q of :Q Qco of (D Lm m mW v LO I-D m v

*..|
. Q

D

8
4
co
F

8ea
1-In

93
o3r.U)
8Q.mo
4-1cm'c3Ois m 3 a

o x Q.

o
E cu o ̀ °

C
(0

Eoo

m
cm8
D.Q.<

L..
2
m3 ._

28 3 ma:

¢n3.?83
¢u~- * o.gE<88o
W £ § c ° §
<o<oE<7>

w.Qs:
3
3m
3
2Q.
EN(D
mU)
*E
9<

I i l l | I

§

Q
x
I

E
3

m

'as
E

-S
a

' la
6 ;
E T

-Q.
: E
m m

.0:
03

G)Us
_go
88_¢g_
S e

D .
m£ 0
0.7
U )

S!
8<

3
0)
|:
. J
c>
3
Eu
>

hi

'ow
cu
4-1
G.)

1.

E

E
_g 9'ogo:
go 8a-53g N

2v>==
18 5723.58

5 2 3 -2°-9.°
: E auu
v:¢nm_

<r
9m
9<LD<o<1-No
8
6Z
-o-I

Q)
. x
o
O
cm



C
oo
3583
m
:J

' O x
25.
58
2

o
Sm

1 _
o

a m
m
co

mho>o>
c.- On 83

_. m 8(D
O 8 co > 3 8.
0 m-35%

5 8
991 El
(D (D
*I m

8
<1>

>
<
(D
- 1
m

(D
(D
CD
m
3
E
m

m
m
1

C
: z

3
mm

O
o

s~>of
8 3

Q.
(D

co 'u@my
© '1 <

'D »+ m Q.
Cf) 3' m

o CD
co

U `0 m
m § cm an
'U <1> U) 3
U) o 3* 5 '_.x 5 Q) @

Q. 3 cm

9°
~l
8 28888

o f .
`0(D
UL

b u z z

' § ' 0 ' 0 0 > _ * w
O. Q . 2 . m w A

'u '0 U
Q §:
CDO.

=t8Q.m

cm -x au o -x
-; E' °8 °8 T! °8

g mcl>
Q S

co
no
co

-A
'u
in

1°o
8

m
Q)"1
3

m
'0
Q

m

o cn
3°N by (8

G -\
Q (D
co

|;-

ko a
9°of
8

8 - \ 0 5 N J ( J 0

M

'0"o 01 ,

8 8 8

b u z z
t o o
0̀

0.2 .2 .
CDG)o f
t o o

s

<
8
c
IB
1:
:1n

U
Oo
X
m

3' Z
Q

é
O
Ru
A
cm
UP
9>
o
9°
o-..\
_x

m

m

3

8°
8 5

§*~U>:J'.-.
m 3.91

mg
5

<

3

3
5 m

2 3. -1' 3' Om

3
Q  Q  g
. . .  g o

8 3
m r>

8 cmf n l-+

m

:z
m
(D

m

E

'E

U)
C
4
(D
U'
C
Sc
m

CD
o
3'
m
O.
E
(D
'0
§
Q



o
q)

o
a>

O
a> $

*Qm

ET

%§
o 0 +.5`_

Q

' u
<0 cm

_C cu >
<9
up <9
3 G.

cm

C C Co _of

888. . .
§§Q

@ &&Q
O O Obuzz

V)
> 81-

10
O W Cf) N v-
LO LO of co v v

888888!
2 8
.a o
cu .c N
.5  E  o(V O 4-1 +
'G L. o
: (D g .Q
w N

£88889
<~1

8
"iN

D

G? et 'w ' Q  r '
1- <*> <~'> o c"' o

x
o
o...-
cm

U)
:  . c
o: E
(5 L.
.: (D
LL

m o
G)a>8l 8

~.
m

C *o.Qc-ESQa>Q.__-- oG)(DI...
ac D.

C C C
. o o . o

8 8 m m
<€°?~222
I-9\-0l*0.0.0_

b u z z

881
8
qN

88888
cf>n<rc\u-v
Q 0 @ q ) N Q '

3Co .: 8= §C
as O

6 <3 ooM 9N
w
(D
E
E
3

G.)

m

\ _

2
m
3
2
Q.
E
m
CD

C
Eu

G) Q my E.

8 Q
m :-

o an
Eo
O

Q)
m
(5
G)
>
<

2
m

; 3
Mia.) 3 *
a> --»
191388
<n§'=8';
c m- E

. g E " o__ __ws"Eu;
E m g - o l 2 - >
< L > < o E c / J

4

~i>
L)
E
D.
2
3
'U
as
.C
O
cm
cu
3'-1
3
Q
Q)L.\_
3
</>

E

E

I
I

Ts

a>

d

4-4

Q

Q

-.54EEE
4 : 2 5
g m -
0 2 . 3

5:§3 8 2
;§'*
<ucr>

Ecu
c/>w>

E3
m

Q

' 8
4- 4

w

3
<1-9m9<L0covNo
3
6Z

>oc
o
E
z
GD
E
u:u

I) 0 o
E .E E.| _| J
Q o 0

2 3m II> >

. ......_. \..

3
cu
>

5 '  8
+ +
9. _cg.

.=.
U.1-.4

...
a>4:
o
o
Q

I



3

~1
' U

3 o >
E O .Q Q)

C - mm 8 1
2 > 3 o

3 Ki 3
- s

m

o>o
O
3

_. mg
o

E Q
9.9.
2

CD
L .

2 8 3
0 in
o 8 r-Q

m

9~§
2

(D
m

2
m»-¢-
m9

o 0
333%

329 m
5 m

XC/J

>u>
3
<7
2

N ro 4 of co
N UI -h

o

U)
|\) o

- N _x r-¢-

cn UP h of 9 m o '0

CD

NJ

41 CD Bo 'n hw bu

m
o
o
X'

- A _ x . x _ x

A o ro of o no m

w A o of of ...>. 8

§
5.~

_ L

.4
of

| . 4 _.x .4 W
U) \I of O

o

x ' - |
o

>
<
(D
1
m
(Q
m

P
~I
of

9  P  P  P  P  P
co ~l of o'> m m
01 UI o UP UI o

<
8we(D CD

m 'I
3

P
m
UI

o o
CO m m A m
o  o UI o
is: o c> Q w :u

b>8 £2 m
\1 5 no 2

U
o
o
7?
m

L

<
8.
cs

§33§8
8§§b e ==
tu- 2-3
3 ? =="=
38

3
*Q an

§ o
a'<

E

Z
Q

é
o
|\)
4.
m
UP
4>
o
9°
o
A

s
x

co|-*.
m

,Q m

5

C/'J
Q

2
1-4- on
Q. 8
_'E m

3  S
8" 59.
Q Q)

m 2
m
1- 0-

(D
- 1

U
m»-0-
m
o Q
68
M m

:<

§

3
' E
m

E
59.
(D

3'
.0
(Drv-

C 91.____ .

:m

EE
CD
m

l-n

E

CD
C"1°1
(D
0'
c
n
2
U)
o:r
(D
Q.
E
ro
'0
g
<>
m



8 8 8 8 8 8
et If Q et *. o'>_N cf: N co 1-0 m

UP 8
sq10

n...
m

r-'U
o Q |

G) .c .c
o -g '§

_c .E
m m4-1 4-1
m m

' c

2.."'

828214
§.2.l<§.2012

ggggww
g g g g m m
wwcnw
(DCDCDUJ
D D LIJ LIJ K/J U)

C
.Q
':omG)a

m
U)
E
8
<

J
I

E

ECD

5
T; .5
4-1 Z

m §
O Q

m

..._ .m_>~ cu .3
C  8
C

an 2: cu
c4: g
E 2

o .

E(5U)

c :smO.
E<OO

:>

2cu
3
:H
m

>

' o
GJ

-4-1

O
a>
Q.
x

LUm
Ta
m

o
C

.Q
_cu
3
2
m

(_)

3 'T
u
E
B.

"?
u
E
D.

3 2

oz u
u u
(D an
1- N

E
4-4G)1-*
v
9on
9<LDcoWNo
é
6
z
GJ
oo
D



3
oo
3
m3

am

c/>g0>o>
3§3€%-
0¢T3 M92.°$n§a8X5 .mm:

s=sQ85882
EP. '°

2 E
59.
2

A 4 N M & n
ouo1u1oa~lo>o

o

W o
U> :. 8
\ 8 ®

"3 3.
o g
~-1.5

99°°**~l~lcoo»no°~-»Aroo.>~1

P999**4
~1 <9 m cm .A roA m ~l w o N

oocooc>AloP'w om oo co a cn

'0
- 1

Q.
8mD.
Q
S.Q.(D
Q.

,__, NET m
p p 4 p 4 4 4 E
N co o cm @4 u mco N N C) of so

Cb

(D
3
5
3

pa
m
8

F"
m
8

p>
au
8

gr
m
8

s=>
o>
8

4=>
c5>
8

(D
8
'8

E`/0
~"=3o

§,
:.r

cc

SD
A
8

_.x

Q
\ 1

8

_n
Qof
8

9°CD
8

$9
co
8

go
m
8

wMm
88
9.3
">c'>
Rx"

as

U
o
0
X
CD.-»~

u
:>-c

.L

:»

z
p

éOI\)J>mUP
9"O
<pOA
_x

a 5
3 9

s 8

s ;
3 5'
3 S
*. 8
E 8
§
e
3

<
a
s
CJU
3.o
3
Bl
'6'

9 .-
m:_

< an
D a
n. o
-in an
3 n

a 3
n
E.
o
1
z
o
a»

(D4-9

9 .

:

hioono
5

•1 nc
a
3
n
9.
Ar
3

owé
:r"
cm

CD II 3
9° _ca 3 91 _U gm l m 3

J

ll II ll l l

8
a

*....\

S.
CD

+
pp

'

131
5

EL "<
8H D. cm8 = ol-+ Q- "*'>
:s

><

0
O
cm
1-v~
O
Ha
co

_Q
r : + *c

I

'-1

F11CD
o
>-vu
QS

EL

8'3
8*

3~c0o
FT

D-

O
EHco
a
mp+Oo
we
"0>-g....o(D 3

24
§

D-
s:
"1¢
13

so

+
12°

'

....
8 :
(D
cm

:s 8

<8
§8959

35bm

68%Era;
IB O *
(n 0 0-no

' Z i m_.:>m3:<
8

8'
F*

cm o
"1 5
CD
2 o
8_ o

o ... 3
2* :s g
: "  § ___
04 ET

o
1-+
i n
D-

93
o
g*
3*

cm
p+

8
0
»-1

'Q
+ >-1
>q
I

I
CD
1-1-

8

5,$8
u<
(D

ET
|: 3

8
>
<
co-1
m
(Q
(D

_L

P
o

s

Cf)
9(Du'
:r
8
cmo3'(Do_
5CD
*u
g
9on



Bella Vista Water Company, Inc., et al.
Capitalization

Amount outstanding
as of3/31/2010

Percentage of
Capital Structure

18.7%Total Debt $ 1,557,567

81.3%$Total Equity 1 6,751,367

$ 100.0%8,308,933Total Capitalization

I Docket No. W-02465A-_9-041 1, et al. Surrebuttal Schedule PMC»9

1 Adjustments to EquiW -

Note: Staff's recommended capital structure does not include the adjustments because they are immaterial.

Applicants Equity as of 3/31/2010
Accumulated Depreciation Adjustment (a)
CIAC Adjustment (Bella Vista Water Company (Consolidated) Schedule D-1)
Accumulated Deferred Income Tax Adjustment (b)
Plant Retirements (Surrebuttal Testimony of Crystal Brown for Bella Vista, Schedule CSB-4)

$
$
$
$
$

6,751 ,367
1,873,781

(27,772)
(645,055)

(1 ,333,228)

Si 6,619,093Total Equity

Immaterial Adjustments not recognized $ 132,274

Staff's Recommended Equity $ 6,751 ,367

(a) Accumulated Depreciation Adjustment
Bella Vista Water Company (Consolidated) Schedule D-1
Surrebuttal Testimony of Crystal Brown for Bella vista, Schedule CSB-4
Surrebuttal Testimony of Crystal Brown for Northern Sunrise, Schedule CSB-4
Surrebuttal Testimony of Crystal Brown for Southern Sunrise, Schedule CSB-4

Total Accumulated Depreciation Adjustment

$
$
$
$
s

(106,253)
1,954,466

2.827
22,741

1,873,781

(b) Accumulated Deferred Income Tax Adjustment
Bella Vista Water Company (Consolidated) Schedule D-1
Surrebuttal Testimony of Crystal Brown for Bella Vista, Schedule CSB-4
Surrebuttal Testimony of Crystal Brown for Northern Sunrise, Schedule CSB-4
Surrebuttal Testimony of Crystal Brown for Southern Sunrise, Schedule CSB-4

Total Accumulated Deferred Income Tax Adjustment

$
$
$
$
$

72, 169
(558,105)

(65,743)
(93,376)

(645,055)
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1

2

INTRODUCTION

Q. Please state your name, place of employment and job title.

3

4

5

A. My name is Marlin Scott, Jr. My place of employment is the Arizona Corporation

Commission ("Commission"), Utilities Division, 1200 West Washington Street, Phoenix,

Arizona 85007. My job title is Utilities Engineer.

6

7 Q- How long have you been employed by the Commission?

8 A. I have been employed by the Commission since November 1987.

9
x

J

10 Q. Please list your duties and responsibilities.

11 A. As a Util i t ies Engineer, specializing in water and wastewater engineering, my

and evaluation of water and12 responsibilities include: the inspection, investigation,

13

14

15

16

wastewater systems, preparing reconstruction cost new and/or original cost studies,

reviewing cost of service studies and preparing investigative reports, providing technical

recommendations and suggesting corrective action for water and wastewater systems, and

providing written and oral testimony on rate applications and other cases before the

Commission.17

18

19 Q. How many cases have you analyzed for the Utilities Division"

20 A. I have analyzed approximately 540 cases covering various responsibilities for the Utilities

21 Division.

22

23 Q. Have you previously testified before this Commission"

24 A. Yes, I have testified in 77 proceedings before this Commission.



Direct Testimony of Marlin Scott, Jr.
Docket No. W-02465A-09-041 l et al.
Page 2

1 Q- What is your educational background?

2 A.

3

I graduated from Northern Arizona University in 1984 with a Bachelor of Science degree

in Civil Engineering Technology.

4

5 Q- Briefly describe your pertinent work experience.

6 A.

7 Prior to that,

8

Prior to my employment with the Commission, I was Assistant Engineer for the City of

Winslow, Arizona, for about two years. I was a Civil Engineering

Technician with the U.S. Public Health Service in Winslow for approximately six years.

9
I
J

10 Q- Please state your professional membership, registrations, and licenses.

11 A. I am a member of the National Association of Regulatory Utility Commissioners

12 ("NARUC") Staff Subcommittee on Water.

13

14

15

PURPOSE OF TESTIMONY

What was your assignment in this rate proceeding?

16

17

18

19

Q-

A. My assignment was to provide Staff' s engineering evaluations for Bella Vista Water

Company, Inc. ("Belia Vista"), Northern Sunrise Water Company, Inc. ("Northern

Sunrise") and Southern Sunrise Water Company, Inc. (Southern Sunrise") in this

consolidated rate proceeding.

20

21 Q- What is the purpose of your testimony in this proceeding?

22 A.

23

24

25

To present the findings of Staff" s engineering evaluation of operations for Bella Vista,

Northern Sunrise and Southern Sunrise. The findings are contained in the Engineering

Reports that I have prepared for this proceeding and are included as Exhibit MSJ in this

direct testimony .
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Direct Testimony of Marlin Scott, Jr.
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1

2

ENGINEERING REPORTS

Q. Would you briefly describe what was involved in preparing the Engineering Reports

3

4 A.

,5

6

7

8

for this rate proceeding?

After reviewing the applications for Bella Vista, Northern Sunrise and Southern Sunrise, I

physically inspected the water systems to evaluate their operation and to determine if any

plant items were not used and useful. I obtained information from the water companies

regarding plant facilities, water testing expenses, water usage data, and I analyzed that

information. I also contacted the Arizona Department of Water Resources ("ADWR") to

9

10

11

determine if the water systems were in compliance with the ADWR's requirements

governing water providers. Based on all the above, I prepared the attached Engineering

Reports.

12

13 Q. Do you provide summaries for each water company contained the Engineeringin

14

15 A.

16

Reports.

Yes, these summaries contain Staff' s engineering conclusions and recommendations at the

beginning of each Exhibit.

17

18 Q- Does this conclude your direct testimony"

19 A. Yes, it does.

1
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'_ |.
Engineering Report
For
Bella Vista Water Company, Inc.

Docket No. W-02465A-09-0411 (Rates)

v
March 3, 2010

SUMMARY
I

CONCLUSIONS

A. Bella Vista Water Company, Inc. ("Bella Vista") operates two independent water systems
and each system has adequate well and storage capacities to serve their present customer
base and reasonable growth.

s

a

B. The Arizona Department of Environmental Quality has reported that Bella Vista's two
water systems are currently delivering water that meets the water quality standards.

C. Bella Vista is not located in any Active Management Area. According to the Arizona
Department of Water Resources ("ADWR"), Bella Vista is in compliance with ADWR' s
requirements governing water providers and/or community water systems.

D. A check of the Utilities Division Compliance database showed that Bella Vista had no
delinquent Commission compliance items.

E. Bella Vista has approved curtailment tariffs for its City and South Systems with effective
dates of January 20, 2005 and August 18, 2003, respectively.

F. Bella Vista has an approved backflow prevention tariff with an effective date of June 1,
1999.

RECOMMENDATIONS

1. Bella Vista's City and South Systems have questionable and/or high water losses. For
this reason, Staff recommends that Bella Vista monitor both of its systems for a 12-month
period to prepare a water loss report. Bella Vista should coordinate when it reads the
production meters each month with customer monthly meter readings so that an accurate
accounting can be made. If the reported water loss is greater than 10 percent, Bella Vista
shall submit the water loss reduction report containing a detailed analysis and plan to
reduce the water loss to 10 percent or less. If Bella Vista believes it is not cost effective
to reduce the water loss to less than 10 percent, it should submit a detailed cost benefit
analysis to support its opinion. in no case shall Bella Vista allow water loss to be greater
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Page 3 of 74

than 15 percent. The water loss reduction report or the detailed analysis, whichever is
submitted, shall be docketed as a compliance item within 18 months from the effective
date of an order issued in this proceeding.

2. Staff concludes that the requested post-test year plant item, a water main relocation
project on Charleston Road, is used and useful for the provision of service to customers
and recommends an adjusted amount totaling to $l04,507, with an adjusted retirement
amount of 833.496,

3. Staff recommends the adoption of Bella Vista's annual water testing expense of $3,920
be used for purposes of this application.

4. Staff recommends that Bella Vista adopt Staffs typical and customary depreciation rates
and fiirther recommends that Bella Vista use these depreciation rates delineated in Table
H-1.

5. Staff recommends the approval of its proposed Service Line and Meter Installation
Charges as delineated in Table J-l. n

6. Staff recommends the denial of Bella Vista's request for a Water Hook-Up Fee Tariff,
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A. LOCATION OF BELLA VISTA WATER COMPANY, INC. ("BELLA VISTA")

Bella Vista serves the City of Sierra Vista and its surrounding area. Figure A-1 shows
the location of Bella Vista within Cochise County and Figure A-2 shows the approximate 22.0
square-miles of certificated area. In Decision No. 61730 (June 4, 1999), Bella Vista was granted
approval to merge/consolidate system operation with Nicksville Water Co., Inc. ("Nicksville").
Nicksville has approximately 1.5 square-miles of certificated area and when combined with
Bella Vista's area, the total becomes approximately 23.5 square-miles.

B. DESCRIPTION OF WATER SYSTEMS

Bella Vista operates two water systems, the City System and South System. These water
systems were field inspected on December 15, 2009, by Marlin Scott, Jr., Staff Utilities
Engineer, in the accompaniment of Martin Gallant and David Stewart, representing Bella Vista.

City System
9
I

The current operation of the City System consists of 18 wells, 18 storage tanks, 16
booster stations and a distribution system, with several pressure zones, serving approximately
7,700 active metered customers as of March 2009.

South System

The current operation of the South System consists of 13 wells, 17 storage tanks, 12
booster stations and a distribution system, with several pressure zones, sewing approximately
670 active metered customers as of March 2009. The South System is also interconnected with
the Southern Sunrise Water Company - Cochise/Horseshoe Ranch System by a 2-inch master-
meter.

A detailed plant facility description for each water system is as follows:



Casing Size
& Depth

Year
Drilled

Meter
Size

Flow Rate
(GPM)

Well # or
Name

V
I

ADWR
ID No.

Pump Hp
(Submersible)

8 .
\ '»P¢-. * ;:. * '

. . " .  4 :  F "
. ~ * ; f i ? ; * ; -=4;.=~

55-610120 40 240 12" x 640° 4 " 1956

55-610121 50 300 12" X 649' 4 " 1958

55-610122 50 200 12" x 605' 6 " 1968

55-610123 50 300 14" X 620' 4 " 1972

55-610125 100 470 16" x 475' 6 " 1968

55-610126 60 350 12" X 645' 6 " 1954

55-610127 15 65 8" x 618" 3 " 1954

55-610128 15 40 10" x 630' 3 " 1956

55-610129 60 300 12" x 696' 4 " 1956

55-610130 60 200 16" X 805' 4 " 1972

55-610131 75 230 16" X 867' 6 " 1968

55-610132 75 450 16" x 600' 'iv 1972

55-610133 50 300 16" X 700" 4 " 1972

55-610134 50 300 12" x 50 l ' 4 " 1960

55-518083 250 - Turbine 1,200 16" X 1000' 1 0 " 1987

Ty

#3

#5

#7

#9

#10

#13

#14

* #18

#1

#2

#3

#7

#8

#9

#10

#11
#12

#13

#14

#15

#16

#19 125 - Turbine 700 16" x 1000' 8 " 1987

15 200 8" x 400' 4 " 1997

15 200 8" x 385" 4 " 1997

TOTAL : 6,045 GPM

5 25 6" X 250' 2 " 1982

5 40 8" x 80' 2 " 1989

1 15 8" X 160' 5/8x3/4" 1992

7-1/2 25 12" X 608° 3 " 1997

#VV 1 55-560741

#VV2 55-560742

* Powered by natural gas.

Stump 55-610119

Ash 55-805652

RO #1 55-536074

Wild Horse 55-553209

55-597128 1-1/2 20 6" x 305' 1-1/2" 2003

55-583389 5 25 8" X 500' l-1/2" 200]

55-508962 5 30 6" x 2l5" 2 " 1984

55-507217 5 40 6" x 205' 2 " 1984

55-642087 3 20 6" X 2437 1 " 1958

195955-624091 3 12 6" X 287' 3/4"

55-200402 7-1/2 17 8" x 790' 2-1/2" 2004

55-203881 15 70 8" X 800' 2-1/2" 2004

55-641821 2 17 4" X 154" 1 " 1998

TOTAL : 356 GPM

RO #2

RO #3

nv16
NV15
NV3
NV9
NV17

NV10

Fairfield

i l l  |

EXHIBIT MSJ
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Table 1. Well Data



Capacity
(Gallons)

|

Quantity
(Each)

Location

1,500,000 2 Wells #18 & #19
l

400,000 4 Wells #7 & #8

285,000 1 Well #9

200,000

l
I

9
Weis #1, #2 (2 each), #3, #5, #1 1,
# 1 2 , # 1 4 & # v v 1

1 At Well #5 for Well #16
1 Well #15

Total: 6.817 MG
|

18
|

(MG = mil l ion gal lons)
1%:;_7':»".. _?£__,8

\ w , »  n
._"'§ §§'S0\iUi.Sysi'é1n-=

, f ,=_",»

18 = ~'

'=>~,¥5="'1,11 Iv

1 Booster Station ("BS") #1
2 Well RO #1 & Well Wild Horse
1 Wel l  NV16
2 "On hi l ls ide tank"  & Wel l  Nvl0
1 Apache Pointe BS

1 BS #3 (Broken Arrow)

3 Triple Tanks

1 Wel l  NV ]0
1 Bs #4 (Nichol)
1 Wel l  NV9
2 Well Stump

1 BS #2

17

100,000

32,000

200,000

100,000
|

80,000

50,000

32,000

16,000
12,000
10,000
7,500

5,200

5,000
I

3,000

Total: 699,700 gallons

1 4
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Table 2. Storage Tanks

l
|

|
|

i
|

i
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e
I
I
|

l
I
|
I
|
|
l
i
I
I

5
E
i
l

|

i
i
i
i
I



Storage Tanks
(From Table 2)

| &

Location Booster Systems

.
;

.:1¢".
C1t3 §ysten1 9

' ' - ~.u"3--. ~.3

4=.**5¢!.' I of .u

"e\\€- n 3 '
3:_ 3'="°"'

='
24 ~T»r

v  .

:

4-1. 14: g :4

- 1i i I.

" 1112. ?I-"~' A?1 - 4
.

i
Well #5

Two 20-Hp booster pumps
5,000 gal. pressure tank

200,000 gal. storage tank
(for Well #5)

100,000 gal. storage tank
(from Well #16)

200,000 gal. storage tank

I

200,000 gal. storage tank I
I

200,000 gal. storage tank I

400,000 gal. storage tank

Two 20-Hp booster pumps
5,000 gallon pressure tank

Two 25-Hp booster pumps
5,000 gal. pressure tank

Well #14

Well #15

Two 20-Hp booster pumps
5,000 gal. pressure tank

15 & 20-Hp booster pumps
5,000 gal. pressure tank

Two 30-Hp booster pumps
5,000 gal. pressure tank

Two 20-Hp booster pumps
5,000 gal. pressure tank

|

Well #3
|1

Two 20-Hp booster pumps
5,000 gal. pressure tank

200,000 gal. storage tank
I

32,000 gal. storage tank

1.5 MG storage tankWell #19

Well #1

200,000 gal. storage tankTwo 20-Hp booster pumps
5,000 gal. pressure tank

Two 20-Hp booster pumps
5,000 gal. pressure tank

Two 20-Hp booster pumps
5,000 gal. pressure tank

Well #7
|

Well #2

Well #8

Well #9 &#l0
Two 15-Hp booster pumps

5,000 gal. pressure tank
285,000 gal. storage tank

4

EXHIBIT MSJ
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Table 3. Booster Systems



Two 20-Hp booster pumps
5,000 gal. pressure tank

200,000 gal. storage tank

Well #1 1
Two 20-Hp booster pumps

5,000 gal. pressure tank
200,000 gal. storage tank

Four 30-Hp booster pumps
Two 5,000 gal. pressure tanks

1.5 MG storage tank

Totals:1 32 booster pumps & 16 pressure tanks

' f  41 -.~f=4-»-f 81".'"

n t h
r

gr. 1.. `.

. . i "p . . v . .  "ac t£8 System 3;
.... ;;38834

*ns °. a1!"*"i

A

s»: * " » l '
¢z I u

Well RO#3
i

70 gal. bladder tank
:

!

Apache Pt. BS
5-Hp booster pump

1,000 gal. pressure tank
32,000 gal. storage tank

l

Two 5-Hp booster pumps
5,000 gal. pressure tank

100,000 gal. storage tank

Two 10-Hp booster pumps
Two 25-Hp booster pumps

Two 5,000 gal. pressure tanks
200,000 gal. storage tank

Two 15-Hp booster pumps
1,000 gal. pressure tank

3,000 gal. storage tank

Two 25-Hp booster pumps
1,500 gal. pressure tank

80,000 gal. storage tank

Two 2-Hp booster pumps
Two 70 gal. bladder tanks

16,000 gal. storage tank

Two 2-Hp booster pumps
1,000 gal. pressure tank

5,200 gal. storage tank

Two 2-Hp booster pumps
70 gal. bladder tank

7,500 gal. storage tank

Two 2-Hp booster pumps
6,000 gal. pressure tank

50,000 & 10,000 gal.
storage tank

Well #1 1

Well #18

Well RO#1 & RO#2

Booster Station #1

Booster Station #2

Wel lNV16

Booster Station #3

Well NV9

Well  nv10

Booster Station #4

E X H I B I T  M S J
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Well Wild Horse

Two 5-Hp booster pumps
],000 gal. pressure tank

Two 5,000 gal. storage
tanks

Two 15-Hp booster pumps
5,000 gal. pressure tank

100,000 gal. storage tank

1
Well Faiffigld 1,000 gal. pressure tank

23 booster pumps, llpressure tanks BL
4 bladder tanks

Well Stump

Totals:

Diameter Material Length, ft.

2-inch Galvanized 27,000 i
2-inch

6-inch

Steel 9,000
AC 16,000
AC 86,500

180,600Ac
8-inch

10-inch

AC 118,895
AC

l
3,300 i

60012-inch

4-inch

Steel

p l c 2,935
p l c 175

PVC 1,330
6-inch p l c 5,052

I 8-inch PVC 11,810
p l c 15,000

851

Ductile

Ductile

Ductile 3,189

1,000Ductile

Bella Vista Total:
483,391 ft.

or 91.6 miles

3-inch

4-inch

6-inch

8-inch

10-inch

12-inch

2-inch

3-inch

12-inch

4-meh

6-inch

8-inch

12-inch

154

851

3,189

I | |

Lr
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Table 4. Water Mains



|
| Size

5/8 x 3/4-inch

I
I

1- inch

1-1/2~inch

7,232 703

37 2

8150

91
1
I 2-inch 282

34nch

64nch

26 21

120
26

I 8-inch 2
734

(with 670 active)System Total:
I

m
7,966

(with 7,700 active)

Bella Vista Total:1.
n

8,700
(with 8,370 active meters)

|
|

Size Quantity
.
I Standard 668

I

Liquid chlorination units at City System Wells #1, #7, #8, #16, #VV1 & #VV2
Tablet chlorination units at City System Wells #13 & #19
Structures - Storage building and garage at Well #5, Storage building at Well #8,

Treatment building at Wells #13 & #19, Site building at'Well #18,
4'x6' chlorinator shed at Wells #16, #Vvl, #7 & #8, & Fencing
around all sites.

J

Liquid chlorination units at South System Wells Stump, Ash & Nvl6
Tablet chlorination units at South System Wells Wild Horse, RO#2, RO#3,

Nvl5, NV3, NV9 & NV10
Structures - Well houses at Wells NV3 & NV9, 4'x6' chlorinator shed at Wells

#16, Stump & Ash & Fencing around all sites.

EXHIBIT MSJ
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Table 5. Customer Meters

I
a

Table 6. Fire Hydrants

Table 7. Treatment Equipment & Structures

Treatment Equipment & Structures
~.§3aa vi( *4 .
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r
2.58%

9.1%
13.04%

City
South 13.86%

Water Loss
(1/09 to 12/09)

yi
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c. WATER USE

Water Sold

Based on the information provided by Bella Vista, water uses for the test year ending
March 2009 are presented in Figures C-l and C-2. For the City System, customer consumption
experienced a high monthly average water use of 437 gallons per day ("GPD") per connection in
June 2008 and a low monthly average water use of 261 GPD per connection in March 2009 for a
monthly average use of 339 GPD per connection.

For the South System, customer consumption experienced a high monthly average water
use of 327 GPD per connection in July 2008 and a low monthly average water use of 160 GPD
per connection in February 2009 for a monthly average use of 219 GPD per connection.

Non-Account Water

Non-account water should be 10 percent or less. For the City System, Bella Vista
reported 1,041,650,430 gallons pumped and 946,923,288 gallons sold during the test year,
resulting in a difference of 9.1 percent. (This 9.1 percent is questionable, see discussion below.)

For the South System, Bella Vista reported 64,498,703 gallons pumped and 54,423,341
gallons sold during the test year, resulting in a difference of 15.6 percent. in response to Staff" s
Data Request MSJ 5-1, Bella Vista stated that while the pumped production numbers are based
on a calendar month, the sold numbers are based on meter read dates, resulting in a mismatch of
the meter reading data. Bella Vista also further stated unaccounted-for water needs to be looked
at as a long term average and that the Water Use Data Sheet does not account for water that is
lost through leaks, flushing or other accounted-for water. Also included in response to Data
Request MSJ 5-1, Bella Vista provided a spreadsheet for years 2008 and 2009 that considered
the "accounted-for water" amounts. As a result, the revised test year data is 64,498,703 gallons
pumped and 56,087,541 gallons of "accounted-for water", resulting in 13.04 percent revised
water loss:

Table C-L Revised Water Loss

As shown above, the meter reading data makes the "true" water loss calculation
questionable. In fact, the City System's 9.1 percent becomes questionable. As a result, it appears
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that Bella Vista is a good candidate to conduct a water audit to determine the "true" water loss
for both of its systems.

For this reason, Staff recommends that Bella Vista monitor both of its systems for a 12-
month period to prepare a water loss report. Bella Vista should coordinate when it reads the
production meters each month with customer monthly meter readings so that an accurate
accounting can be made. If the reported water loss is greater than 10 percent, Bella Vista shall
submit the water loss reduction report containing a detailed analysis and plan to reduce the water
loss to 10 percent or less. If Bella Vista believes it is not cost effective to reduce the water loss
to less than 10 percent, it should submit a detailed cost benefit analysis to support it opinion. In
no case shall Bella Vista allow water loss to be greater than 15 percent. The water loss reduction
report or the detailed analysis, whichever is submitted, shall be docketed as a compliance item
within 18 months from the effective date of an order issued in this proceeding.

System Analysis

The City Systeln's current well capacity of 6,045 GPM and storage capacity of 6,817,000
gallons is adequate to serve the present customer base and reasonable growth. '

The South System's current well capacity of 356 GPM and storage capacity of 699,700
gallons is adequate to serve the present customer base and reasonable growth.

D. GROWTH

Figures D-l and D-2 depicts the customer growth, per total and active meters, using
linear regression analysis for the City and South Systems. The number of metered customers
was obtained from Bella Vista per its response to Staffs Data Request MSJ 5-1. During the test
year ending March 2009:

c The City System had approximately7,966 total meters and 7,694 active meters. It
is projected that the City System could have approximately 8,150 active meters by
October 2014.
The South System had approximately 734 total meters and 672 active meters. At
this time, the system is losing customers. If this trend continues, it is projected
that the South System could have approximately 650 active meters by October
2014.

E. ARIZONA DEPARTMENT
COMPLIANCE

OF ENVIRONMENTAL QUALITY ("ADEQ")

Compliance

According to ADEQ Compliance Status Reports, dated August 6, 2009, ADEQ has
determined that Bella Vista's City and South Systems, Public Water System ("PWS") No. 02-



Acct.
No . Plant items for Main Relocation

Original
Cost

$104,507

($3,496>

Transmission & Distribution Mains
- New 250 feet of 8-inch DIP and

valves with one air relief.
- Installed 22-inch casing sleeve.

Transmission 84 Distribution Mains
- Retirement of old 250 feet of 8-inch

ACP, installed in 1968.

331

331

V1
1

Total: $101,011

EXHIBIT MSJ
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O10 and PWS No. 02-007, respectively, are currently delivering water that meets Water quality
standards required by 40 CFR 141/Arizona Administrative Code, Title 18, Chapter 4.

Water Testing Expense

Bella Vista reported its water testing expense at $18,805 by combining its City and South
Systems. Staff has reviewed Bella Vista's reported expense amount and recommends that Bella
Vista's water testing expense of $18,805 be adopted for this proceeding.

F. ARIZONA DEPARTMENT OF WATER RESOURCES ("ADWR") COMPLIANCE

Bella Vista is not located in any Active Management Area ("AMA"). According to
ADWR compliance status reports, dated January 8, 2010, Bella Vista's City and South Systems
are in compliance with ADWR's requirements governing water providers and/or community
water systems.

G. ARIZONA CORPORATION COMMISSION (¢¢ACC") COMPLIANCE

According to the Utilities Division Compliance database, Bella Vista has no delinquent
ACC compliance items,

H . POST-TEST YEAR PLANT

In its application, Bella Vista requested a post-test year ("PTY") plant adjustment in the
amount of $1 10,057 (with a retirement amount of $l2,000) for the relocation of approximately
600 feet of water main for the State/City prob et known as the Charleston Road widening project.
Through Bella Vista data responses, Bella Vista provided the following updated data and cost:

Table H-l. Post-Test Year Plant
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On June 15, 2009, the City of Sierra Vista ("City") issued a Certificate of Approval to
Construct for the construction of this water main relocation project. On August 28, 2009, the
new water main was placed back into service. Ur January 14, 2010, the City issued the
Certificate of Approval of Construction for this project. Based on these approvals, along with
Staffs field inspection to confirm this water main operation, Staff concludes that the requested
PTY item is used and useful for the provision of service to customers with the above plant
adjustments shown in Table H-1 .

4.

1 . DEPRECIATION RATES

In the prior 2001 rate case, Bella Vista was authorized to use a set of dif ferent
depreciation rates. In this current proceeding, Bella Vista has adopted Staffs typical and
customary depreciation rates. These Staff rates are presented in Table 1-1 and it is recommended
that Bella Vista use these depreciation rates by individual National Association of Regulatory
Utility Commissioners category.

J. SERVICE LINE AND METER INSTALLATION CHARGES |
J

Bella Vista has requested changes to its service line and meter installation charges.
These installation charges are refundable advances. For all meter sizes, Bella Vista is requesting
to charge these installation charges "at cost". According to Bella Vista, the reason for the "at
cost" request is that it "places the cost of growth directly on the party causing the cost so it is not
borne by the existing customers".

In Staffs Data Request MSJ-5-3, Staff requested Bella Vista to provide example costs of
installation charges for 5/8 x 3/4-inch, l-inch, 2-inch and 4-inch meters. Bella Vista responded
by submitting incomplete data for the 5/8 X 3/4-inch and 1-inch meter sizes and not providing
costs for 2-inch and 4-inch meter sizes.

It is Staffs position that for small meter sizes, typically residential, established
installation charges should be provided in order for these potential customers to have an idea of
the installation charges. Therefore, using the submitted data request responses along with Staff" s
additional data, Staff has established and recommends installation charges for the 5/8 x 3/4-inch,
3/4-inch and l-inch meters. For l-l/2-inch and larger size meters, Staff recommends the "at
cost" charges apply. In addition, Staff recommends that the actual cost be incurred when road
crossing is required.

Since Bella Vista may at times install meters on existing service lines, it would be
appropriate for some customers to only be charged for the meter installation. Therefore, Staff
recommends approval of its charges as shown in Table J-l, with separate installation charges for
the service line and meter installations.



EXHIBIT MSJ
Page 17 of 74

K. CURTAILMENT TARIFF

Bella Vista has approved curtailment tariffs for its City and South Systems with effective
dates of January 20, 2005 and August 18, 2003, respectively.

L. BACKFLOW PREVENTION TARIFF

Bella Vista has an approved backflow prevention tariff on file with the ACC with an
effective date of June 1, 1999.

M . OFF-SITE HOOK-UP FEE TARIFF

Bella Vista currently does not have an approved Hook-Up Fee ("HUF") Tariff. In its rate
application, Bella Vista requested a Water HUF Tariff starting at $1,600 for a 5/8 x 3/4-inch
meter. HUFs are used for plant facilities that will benefit the entire water system, well and
storage facilities are the main plant items that meets this HUF requirement. Since the City
System and South System each have adequate well and storage capacities to serve its own
customer base and growth, it is Staffs opinion that these systems are not good candidates for the
implementation of HUF Tariffs. in addition, each system serves its customer base using
different pressure zones and any additional plant capacity may not benefit the entire water
systems. Therefore, Staff recommends denial of the request for a HUF Tariff for Bella Vista.
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Figure A-l. Cochise County Map
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Northern Sunrise Water Company
Docket N o. W-20453A-09-0414
Application to Transfer to
Bella Vista Water Company, Inc.
Docket N o. W-02465A-09-0414

Southern Sunrise Water Company
Docket N o. w-20454A.09-0414
Application to Transfer to
Bella Vista Water Company, inc.
Docket No. W-02465A-09-0414
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1

Figure A-2. Certificated Areas
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Bella Vnsla - City
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Figure C-1. City System Water Use
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Bella Vista - South
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Figure C-2. South System Water Use
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Figure D-l. City System Growth

Figure D-2. South System Growth



NARUC
Acct. No. Depreciable Plant

Current
Rates (%)

Proposed
Rates (%)

304 Structures & Improvements 2.5 I3.33
Collecting & Impounding Reservoirs 2.50
Lake, River, Canal Intakes 2.50
Wells & Springs 2.7 3.33

Infiltration Galleries 6.67

Raw Water Supply Mains 2.00

Power Generation Equipment 5.00

Pumping Equipment 10.0 12.50

Water Treatment Equipment
Water Treatment Plants 10.0 3.33

l 320.2 Solution Chemical Feeders 20.00
i 330 Distribution Reservoirs & Standpipes

330.1 Storage Tanks 2.5 2.22

305
306I

307
308
309
310
311
320

I 320.1

5.00
2.00

l
I 330.2 Pressure Tanks

Transmission & Distribution Mains 2.0331

334

335
l
II

Services 2.0 3.33

Meters 10.0 8.33

Hydrants 2.0 2.00

Backflow Prevention Devices 6.67

Other Plant 85 Misc Equipment 10.0 6.67

Office Furniture & Equipment 6.67 6.67
20.00Computers & Software 6.67

Transpoltation Equipment 14.29 20.00
Stores Equipment 4.00

5.00Tools, Shop & Garage Equipment 11.76
Laborato Equipment 10.00

Power Operated Equipment 10.0 5.00

10.00Communication Equlpment 10.0

Miscellaneous Equipment 6.25
|

10.00

Other Tangible Plant

336\
t

339
340

340.1

341

342

343

344

345

346

347

348
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Table 1-1. Bella Vista Depreciation Rates

10.00 |



Staff" s
Recommended

Meter
Charges

Staffs
Recommended

T o t a l
C h a rg e s

$105 $1,870

$1,945$180

$240 $2,005
At  Cost A t  Cost

A t  Cost A t  Cost

A t  Cost A t  Cost

Meter S ize

s

vB~é114 isth'
Q.:

VB
Q

85 ..

Ft
.1< . , .

gr ff.,'QS s .

81;.1 g

§1}a aster
P E O  6 § 6 d .P`8 " ' ; . * i i

~ . @S'i
'= so%l~ _»'»r:§_'.

C h a r t

A t  Cost5 /8  x  3 /4"

4 "  Tu rb i ne

4"  Com pound

At  Cos t

I At Cost

$1,765

$1,765

$1,765
3/4" $350 At  Cost

I
| $400 At  Cost

1 - l / 2 " $500 At  Cost

2 "  Turb i ne

2"  C om pound

$997.50

$1,487.50

At  Cost

At  Cost

3 "  Tu rb i ne

3"  Com pound

$1,377.50

$1,927.50

At  Cost

At  Cost

At Cost At  Cost
l

At  Cost
$2,207.50

$2,822.50

At  Cost

At  Cost

I
6 "  Turb i ne

6"  Compound
At  Cost At Cost

At  CostA t  Cost

$4,217.50

$5,497.50

At  Cost

A t  Cost
At Cost

At  Cost At Cost8" and larger N T
1

|
l

l_l-ll ill ll l
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T a b l e  J - l .  S e r v i c e  L i n e  a n d  M e t e r  I n s t a l l a t i o n  C h a r g e s
,.-,~,_.

** Note: To include the actual cost incurred when road crossing is required.
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I Engineering Report
For
Northern Sunrise Water Company, Inc.
Docket No. W-20453A-09-0412 (Rates)

| 1 March 3, 2010

SUMMARY

CONCLUSIONS

A. Northern Sunrise Water Company, Inc. ("Northern Sunrise") operates three water
systems and each water system has adequate well and storage capacities to serve their
present customer base and reasonable growth.

B. The Arizona Department of Environmental Quality has reported that Northern Sunrise's
three water systems are currently delivering water that meets the water quality standards.

c. Northern Sunrise is not located in any Active Management Area. According to the
Arizona Department of Water Resources ("ADWR"), Northern Sunrise is in compliance
with ADWR's requirements governing water providers and/or community water systems.

D. A check of the Utilities Division Compliance database showed that Northern Sunrise had
no delinquent Commission compliance items.

E. Northern Sunrise has an approved curtailment tariff with an effective date of April 4,
2007.

F. Northern Sunrise has an approved backflow prevention tariff with an effective date of
April 4, 2007.

RECOMMENDATIONS

1. Northern Sunrise's three water systems have questionable and/or high water losses, For
this reason, Staff recommends dirt Northern Sunrise monitor its three systems for a 12-
month period to prepare a water loss report. Northern Sunrise should coordinate when it
reads the production meters each month with customer monthly meter readings so that an
accurate accounting can be made. If the reported water loss is greater than 10 percent,
Northern Sunrise shall submit the water loss reduction report containing a detailed
analysis and plan to reduce the water loss to 10 percent or less. If Northern Sunrise
believes it is not cost effective to reduce the water loss to less than 10 percent, it should
submit a detailed cost benefit analysis to support it opinion. In no case shall Northern
Sunrise allow water loss to be greater than 15 percent. The water loss reduction report or
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the detailed analysis, whichever is submitted, shall be docketed as a compliance item
within 18 months from the effective date of an order issued in this proceeding.

2. Staff recommends the adoption of Northern Sunrise's annual water testing expense of
$3,920 be used for purposes of this application.

3. Staff recommends that Northern Sunrise continue to use Staffs typical and customary
depreciation rates as delineated in Table H-l .

4. Staff recommends the approval of its proposed Service Line and Meter Installation
Charges as delineated in Table I-l .

5. Staff recommends the approval of Northern Sunrise's request for revised Water Hook-Up
Fees starting at $1,600 and the adoption of the specific and updated tariff language
contained in Attachment -- HUF Tariff.

1
I
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A . L O C A T I O N  O F  N O R T H E R N  S U N R I S E  W A T E R  C O M P A N Y ,  I N C .  ( " N O R T H E R N
SU N R ISE" )

Northern Sunrise serves the community of Whetstone, which is located approximately
three miles north of Huachuca City. Figure A-l shows the location of Northern Sunrise within
Cochise County and Figure A~2 shows the approximate 6.5 square-miles of certificated area.

B. DESCRIPTION OF WATER SYSTEMS

Northern Sunrise operates three water systems, the Mustang/Crystal System, Sierra
Sunset System and Coronado Estates System. These water systems were field inspected on
December 16, 2009, by Marlin Scott, Jr., Staff Utilities Engineer, in the accompaniment of
Martin Gallant, representing Northern Sunrise.

Mustang/Crvstal System

The current operation of the Mustang/Crystal System consists of two» wells, one storage
tank, one booster station and a distribution system serving approximately 121 active meters as of
March 2009.

Sierra Sunset System

The current operation of the Sierra Sunset System consists of one well, two bladder tanks,
and a distribution system serving approximately 24 active meters as of March 2009. This Sierra
Sunset System is also interconnected with the Coronado Estates System by a 2-inch water main.
This interconnection is currently valved-off and only used in an emergency .

Coronado Estates System

The current operation of the Coronado Estates System consists of one well, five storage
tanks, one booster station and a distribution system serving approximately 189 active meters as
of March 2009;

A detailed plant facility description for each water system is as follows:



Well # or
Name

ADWR
ID No.

Pump Hp
(Submersible)

Meter
Size

Casing Size
& Depth

Flow Rate
(GPM)

Year
Drilled

Mustang/Crystal System
#1-Mustang 55-807770 20 95 8" x 438' 2 " 1972

55-807774 5 28 6" x 272' 1 " 1971

TOTAL : 123 GPM I

Sierra Sunset System

#l 5 35 8" x 342' 1-1/2" 1960

10 110 8" X 450' 2 " 1958

#2-Crystal

Coronado Estates System

#1 55-807773

Location Booster Systems Storage Tanks

Mustang/Crystal System
Two 15-Hp booster pumps 100,000 gal. storage tankWell #l-Mustang

1,000 gal. pressure tank

Two 120 gallon bladder tanks

Well #2-Crystal

Sierra Sunset System

Well #1

Coronado Estates System

Well #1
7-1/2 & l0-Hp booster pumps &

1,000 gal. pressure tank
Five 5,000 gal. storage tanks

p l c Unknown2-inch

4-inch
p l c Unknown3-inch

Unknown

Unknovm

plc & AC
6-inch AC

l l l l | | 111111l_!

v
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Table 1. Well Data

1

.F

Table 2. Storage Tanks & Booster Systems

Table 3. Water Mains

Diameter Material Length, ft. Wt



Size

System Total:

Mustang/Crystal
. System

Sierra Sunset
System

5/8 x 3/4-inch 130 26 196

3 4-inch 1

Coronado Estates_.
S stem .

130
(with 121 active meters)

26
(with 24 active meters)

197
(with 189 active meters)

Treatment Equipment 81; Structures
u

Mustang/Crystal System

y
II

Structures - Chlorinator sheds at Well #1-Mustang and Well #2-Crystal.
Chain link fencing around Well #1 and Well #2.

»

Treatment - Liquid chlorination unit at Well #1 .

Coronado Estates System

Structures - Chlorinator shed at Well #1 .
Chain link fencing around Well #1 .
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Table 4. Customer Meters

Table 5. Treatment Equipment & Structures

c. WATER USE

Water Usage

Based on the information provided by Northern Sunrise, the water usages for all three
systems during the test year are presented in Figure C-l. Below is a table summary of each
water system's highest, lowest and average water use:



System
Highest Monthly

Average Use
Lowest Monthly

Average Use
Average

Annual Use

286 in July
369 in July
246 in July

31 in December
129 in March
126 in March

I

l

i195
234
192

f I

l System
Gallons
Pumped

Gallons
Sold Difference

l
Mustang/Crystal
Sierra Sunset
Coronado Estates

18.4%
-5.8%
18.9%

8,937,163
2,124,530
13,220,171

10,950,790
2,007,600

16,291,900

| ill ll l-lll
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Table C-1. Water Use (in GPD per connection)

I

Mustang/Crystal
Sierra Sunset
Coronado Estates

Non-Account Water

Non-account water should be 10 percent or less. For Norther Sunrise's three systems,
Northern Sunrise reported the gallons pumped and gallons sold during the test year as shown in
the table below:

J
I

Table C-2. Water Difference

I

In response to Staffs Data Request MS] 5-1, Northern Sunrise stated that while the
pumped production numbers are based on a calendar month, the sold numbers are based on meter
read dates, resulting in a mismatch of meter reading data. Northern Sunrise also further stated
unaccounted-for water needs to be looked at as a long term average and that the Water Use Data
Sheet does not account for water that is lost through leaks, flushing or other accounted-for water.
Also included in response to Data Request MSI 5-1, Northern Sunrise provided a spreadsheet
from June 2008 to December 2009 that included revised water loss percentages with the
"accounted-for water" as follows:



Water Loss
(1/09 to 12/09)System x Water Loss

(6/08 to 12/08)

!
-5.49%

-20.11%
-3.96%

12.34%
l.98%

2127%

Mustang/Crystal
Sierra Sunset
Coronado Estates

I
|
i

|
6.08%
-5.17%
12.34%

i
I

Water Loss
(6/08 to 12/09)
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\ Table C-3. Revised Water Loss

As shown above, the meter reading data makes the "true" water loss calculation
questionable. As a result, it appears that the Northern Sunrise is a good candidate to conduct a
water audit to determine the "true" water loss for all three of its systems.

For this reason, Staff recommends that Northern Sunrise monitor all three of its systems
for a l2-month period to prepare a water loss report. Northern Sunrise should coordinate when it
reads the production meters each month with customer monthly meter readings so that an
accurate accounting can be made. If the reported water loss is greater than 10 percent, Northern
Sunrise shall submit the water loss reduction report containing a detailed analysis and plan to
reduce the water loss to 10 percent or less. If Northern Sunrise believes it is not cost effective to
reduce the water loss to less than 10 percent, it should submit a detailed cost benefit analysis to
support it opinion. In no case shall Northern Sunrise allow water loss to be greater than 15
percent. The water loss reduction report or the detailed analysis, whichever is submitted, shall be
docketed as a compliance item within 18 months from the effective date of an order issued in this
proceeding.

System Analysis

The Mustang/Crystal System's current well capacity of 123 GPM and storage capacity of
100,000 gallons is adequate to serve the present customer base and reasonable growth.

The Sierra Sunset System's current well capacity of 35 GPM and bladder tank capacity of
240 gallons is adequate to serve the present 24 customer base.

The Coronado Estates System's current well capacity of 110 GPM and storage capacity
of 25,000 gallons is adequate to serve up to approximately 100 customers. The present customer
base is approximately 189 customers. Since this system has an interconnection with the Sierra
Sunset System, the combined well capacity of 145 GPM and storage capacity of 25,000 gallons
would be adequate to serve the combined customer base of 213 (=24+189) and reasonable
growth.
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D. GROW TH

Figures D-1, D-2 and D-3 depict the customer growth, per total and active meters, using
linear regression analysis for the Mustang/Crystal, Sierra Sunset and Coronado Estates Systems.
The number of customers was obtained from Northern Sunrise per its response to Staff" s Data
Request MS] 5-1. During the test year ending March 2009:

•

•

The Mustang/Crystal System had approximately 130 total meters and 121 active
meters. This system has very lit t le growth and it  is projected that the
Mustang/Crystal System could have approximately 120 active meters by October
2014.
The Sierra Sunset System had approximately 26 total meters and 24 active meters.
This system also has very little growth and it is projected that the Sierra Sunset
System could have approximately 24 active meters by October 2014.
The Coronado Estates System had approximately 197 total meters and 189 active
meters. At this time, the system is losing customers. If this trend continues, it is
projected that the Coronado Estates System could have approximately 165 active
meters by October 2014. x

E. ARIZONA DEPARTMENT
COMPLIANCE

OF ENVIRONMENTAL QUALITY ("ADEQ")

Compliance

According to ADEQ Compliance Status Reports, dated August 7, 2009, ADEQ has
determined that Northern Sunrise's Mustang/Crystal, Sierra Sunset and Coronado Estates
Systems, PWS Nos. 02-054, 02-055 and 02-013, respectively, are currently delivering water that
meets water quality standards required by 40 CFR l4l/Arizona Administrative Code, Title 18,
Chapter 4.

Water Testing Expense

Northern Sunrise reported its water testing expense at 83>787 for the test year. Staff has
reviewed Northern Sunrise's reported expense amount and recommends that Northern Sunrise's
water testing expense of $3,787 be adopted for this proceeding.

F. ARIZONA DEPARTMENT OF WATER RESOURCES ("ADWR") COMPLIANCE

Northern Sunrise is not located in any Active Management Area. According to ADWR
compliance status reports, dated January 10, 2010, Northern Sunrise's Mustang/Crystal, Sierra
Sunset and Coronado Estates Systems are in compliance with its requirements governing water
providers and/or community water systems.
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G. ARIZONA CORPORATION COMMISSION (ccAccaa) COMPLIANCE

According to the Utilities Division Compliance database, Northern Sunrise has no
delinquent ACC compliance items.

H. DEPRECIATION RATES

In the 2006 CC&N transfer case, Northern Sunrise was authorized to use Staff" s typical
and customary depreciation rates. These depreciation rates are presented in Table H-l and it is
recommended that Northern Sunrise continue to use these depreciation rates by individual
National Association of Regulatory Utility Commissioners category.

1. SERVICE LINE AND METER INSTALLATION CHARGES

Northern Sunrise has requested changes to its service line and meter installation charges.
These installation charges are refundable advances. For all meter sizes, Northern Sunrise is
requesting to charge these installation charges "at cost". According to Northern Sunrise, the
reason for the "at cost" request is that it "places the cost of growth directly on the party causing
the cost so it is not borne by the existing customers".

In Staff s Data Request MS]-5-3, Staff requested Northern Sunrise to provide example
costs of installation charges for 5/8 x 3/4~inch, 1-inch, 2-inch and 4-inch meters. Northern
Sunrise responded by submitting incomplete data for the 5/8 x 3/4-inch and l-inch meter sizes
and not providing costs for 2-inch and4-inch meter sizes.

It is Staff' s position that for small meter sizes, typically residential, established
installation charges should be provided in order for these potential customers to have an idea of
the installation charges. Based on responded portions to the data request, along with Staffs
revision, Staff will adopt a portion of Northern Sunrise's requested charges by establishing
charges for the 5/8 x 3/4-inch, 3/4-inch and l-inch meters and will recommend the installation
charges for larger meter sizes to be "at cost". In addition, Staff will recommend that the actual
cost be incurred when road crossing is required.

Since Northern Sunrise may at times install meters on existing service lines, it would be
appropriate for some customers to only be charged for the meter installation. Therefore, Staff
recommends approval of the charges as shown in Table 1-1 below, with separate installation
charges for the service line and meter installations. In addition, Staff will recommend that the
actual cost be incurred when road crossing is required.

J. CURTAILMENT TARIFF

Northern Sunrise has an approved curtailment tariff with an effective date of April 4,
2007.
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K. BACKFLOW 'i>R18vEnT1on TARIFF

Northern Sunrise has an approved backflow prevention tariff with an effective date of
April 4, 2007.

L. OFF-SITE HOOK-UP FEE TARIFF

Northern Sunrise currently has an approved Hook-Up Fee ("HUF") Tariff starting at
$l ,000. In its rate application, Northern Sunrise requested a Water HUF Tariff starting at $1 ,600
for a 5/8 x 3/4-inch meter. The proposed $1,600 is based on the Northern Sunrise's proposed
construction of a deep well/storage tank/booster station project totaling to $l,437,500, resulting
to fee of $3,443 per service connection. Northern Sunrise however selected a lesser amount of
$1 ,600 to be adopted for its revised HUF Tariff.

Northern Sunrise also submitted its HUF Tariff that had different language than in Staff" s
updated HUF Tariff template. Staff has reviewed Northern Sunrise's proposed language changes
and will accept some of Northern Sunrise's language changes that are shaded ,in Attachment -.
HUF Tariff. I

Therefore, Staff recommends the approval of the revised fee starting at $1,600 and the
adoption of the specific and updated tariff language contained in Attachment .- HUF Tariff.
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1

Figure A-2. Certificated Areas
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Figure D-1 . Mustang/Crystal System Growth
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Figure D-2. Sierra Sunset System Growth

Figure D-3. Coronado Estates System Growth
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Acct. No . Depreciable Plant

3.33
1

3.33

Current
Rates (%)

Proposed
Rates (%)

r
Structures & Improvements304

306

307

;
320.1
320.2

4 330

330.1

330.2
331

l

2.50

6.67

Collecting & Impounding Reservoirs
Lake, River, Canal Intakes

2.50

2.50 2.50
3.33Wells & Springs 3.33

Infiltration Galleries 6.67308

309

310
311
320

Raw Water Supply Mains 2.00 2.00

Power Generation Equipment 5.00 5.00

Pumping Equipment 12.50 12.50

Water Treatment Equxpmerxt
Water Treatment Plants 3.33 3.33

Solution Chemical Feeders 20.00 20.00
Distribution Reservoirs & Standpipes

Storage Tanks 2.22 2.22
Pressure Tanks 5.00 x 5.00

Transmission & Distribution Mains 2.00 2.00

3.33

2.00

333\
E Services 3.33
1 334 Meters 8.33 8.33

Hydrants 2.00335

339

340

343

| 345

346

Backflow Prevention Devices 6.67 6,67

Other Plant & Misc Equipment 6.67 |6.67

Office Furniture & Equipment 6.67 6.67

20.00
Computers & Software 20.00
Transportation Equipment 20.00
Stores Equlpment 4.00 4.00
Tools, Shop & Garage Equipment 5.00 5.00

Laborato Equipment 10.00 10.00

Power Operated Equipment 5.00 5.00

10.00Communication Equipment 10.00

Miscellaneous Equipment 10.00 10.00

10.00Other Tangible Plant 10.00

339

340
340.1

341

342

347

348

Illllll
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Table H-1. Northern Sunrise Depreciation Rates



r

Meter Size

Staff' S
Recommended

Service Line
Char es **

Staff' s
Recommended

Total
Charges

851,870I 5/8 x 3/4" $410 At Cost $1,765 $105

$410 At Cost $1,765 $180 $1,945|

3/4"

l-1/2"
2" Turbine

2" Compound

$240 $2,005

At Cost At Cost

At Cost At Cost

Al Cost At Cost

At Cost At CostI

At Cost At Cost

At Cost At Cost

$1,765

At Cost

At Cost

At Cost

At Cost

At Cost

Al Cost

$520 At Cost

$660
|At Cost

$1,155

$1,720
I
I
I

At Cost

At Cost

At Cost

At Cost

At Cost

At Cost

$1,625

$2,260

$2,500
$3,200

$4,500

$6,300

At Cost

At Cost

3" Turbine

3" Compound

4" Turbine

4" Compound

6" Turbine

6" Compound

8" and larger $8,200 Al CostAt Cost I
I
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Table 1-1. Service Line and Meter Installation Charges

** Note: To include the actual cost incurred when road crossing is required.
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NORTHERN sUnRiSe WATER CQMPANY, INC.
WATER HDOK-UP FEE TARIFF

1. Purpose and Applicabilitv

4- ~¢~*?""~ 4 ~
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The purpose of the off-site hook-up fees payable to Northern Sunrise Water Company, Inc.
("NSWC" or "the Company") pursuant to this tariff is to equitably apportion the costs of
constructing additional off-site facilities to provide water production, delivery, storage
and pressure among all new service connections. These charges are applicable to all new service
connections '4 it 484 #8 1€§;*;.¢i;E?£1'iT» =7=li!§e'¥~Fél§H F ;4 i °%"  ~ ` £9'~a'5'8 Wsjgyéié

g33*33.*ga8j $§s§.g*=;§§§888i99. established after the effective date of this tariff The
charges are one-time charges and are payable as a condition to Company's establishment of
service, as more particularly provided below.

1. .iris »*1?ae:[ 4

**" my re . I r e y »~ . '. it + l[-¢¢ 4 =.-t4§j..l3 . ;... 4, "1

I I . Definitions

Unless the context otherwise requires, the definitions set forth in R-l4-2-401 of the Arizona
Corporation Commission's ("Commission") rules and regulations governing Water utilities shall
apply interpreting this tariff schedule.

"Applicant" means any party entering into an agreement with Company for the installation of
water facilities to serve new service connections, and may include Developers and/or Builder-§ of
new residential subdivisions ~. 14~ ~-, , . . . .- . .;n <.

"NSWC or Company" means Northern Sunrise Water Company, Inc.

"Main Extension Agreement" means any agreement whereby an Applicant, Developer and/or
Builder agrees to advance the costs of  the installation of  water facilit ies l~ to the

v ;+ ,

Ne e to serve new service connections and transfers ownership of such water facilities to the
Company, which agreement shall require the approval of the Commission pursuant to A.A.C. R-
14-2-406, and shall have the same meaning as "Water Facilities Agreement" or "Line Extension
Agreement."

Com any to serve new service connections
. r93:2

.8 ~1~ é.__¢e1@ 18 or installs  ~ .~ water facilities

"Off-site Facilities" means wells, storage tanks and related appurtenances necessary for proper
operation, including engineering and design costs. Offsite facilities may also include booster
pumps, pressure tanks, transmission mains and related appurtenances necessary for proper
operation if these facilities are not for the exclusive use of the applicant and will benefit the
entire water system.

."*"§ %
"Service Connection" means and includes all service connections for single-family residential,

or other uses, regardless of meter size.



OFF-SITE WATER HOOK-UP FEE TABLE

I 3/4" 1.5 $2,400
"|

l 2.5 $4,000
1-1I

|
|

5 $8,000
i 8 $12,800

6" or largeri

16 $25,600
25 $40,000
50 $80,000

METER SIZE SIZE FACTOR TOTAL FEE

5/8" X 3/4"|
I

1 $1,600
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4

111. Water Hook-up Fee

; _ 1 Y
3.
*L
9For each new service connection, the Company shall collect ~̀QQ .7 "~ ,. ~~I

18% ' +d6rM§. :*a

1

.n

IV. Terms and Conditions

(A) Assessment of One Time 0ff-Site Hook-up Fee: The off-site hook-up fee may be
assessed only once per parcel, service connection, or lot within a subdivision (similar to meter
and service line installation charge).

4; "€2s*G '£\
W

~ul)

(B) Use of Off-Site Hook-up Fee: Off-site hook-up fees may only be used to pay for capital
items of off-site facilities, or for repayment of loans obtained installation of
off-site facilities. Off-site hook-up fees shall not be used 'Er repairs, maintenance, or
operational

i i

(C) Time of Payment:

1)
' < ~ . ~ * ~ 4 , . , » . . ' . » ¢ » : » . _ , ; . g . . x " ' W ' , 4 »» . _ . - _

In the event that the person or entity

?"¥"'9WW'¥5 ,_g_,.

FOr# 38

that will be constructing improvements ("Applicant", "Developer" or "Builder") is
b 1 ~e~ . .3 required to enter into a Main Extension Agreement, whereby the Applicant,
Developer or Builder agrees to advance the costs of installing mains, valves, fittings,
hydrants and other on-site improvements in order to extend service in accordance with R-

Applicant, Developer or Builder no later than within 15 calendar days after receipt of
notification from the Company that the Utilities Division of the Arizona Corporation
Commission has approved the Main Extension Agreement in accordance with R-l4-2-
406(M).

14-2-406(B), payment of the required hereunder shall be made by the

or th0sefsconnect1f1g to:;f*"a11=ex1st1.n2mauqag2) Bot . . . In the event that the Applicant, Developer or
Builder for service is not required to enter into a Main Extension Agreement, the

charges hereunder shall be due and payable at the time the meter and service line
installation fee is due and payable.

3



4
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(D) Off-Site Facilities Construction By Developer: Company and Applicant, Developer, or
Builder may agree to construction of off-site facilities necessary to serve a particular
development by Applicant, Developer or Builder, which facilities are then conveyed to
Company. In that event, Company shall credit the total cost of such off-site facilities as an offset
to off-site hook-up fees due under this Tariff. If the total cost of the off-site facilities constructed
by Applicant, Developer or Builder and conveyed to Company is less than the applicable off-site
hook-up fees under this Tariff, Applicant, Developer or Builder shall pay the remaining amount

v - owed hereunder. If the total cost of the off-site facilities by
Applicant, Developer or Builder and conveyed to Company is more than the applicable off-site
hook-up fees under this Tariff, Applicant, Developer or Builder shall be refunded the difference
upon acceptance of the off-site facilities by the Company.

-¢"=a»¢~ < 8 * - , " , ; ~ * = . . . . ` _ ,. ' -. ¢~ . g . ,~85 -us:4 s.4` ~.

~¢x¢**'§a3f=*s1*§s!:=L'a".s'.1'*=¢:»nt='a8:=~x=§wa,r' ':'¢r
m e:aIr;>adg@§9wo . mltme 1.1 r . 8 ..

* ? § " 2 = w M

be »eun<1§_g

(E) Failure to Pav Charges; Delinquent Pavements: The Company will not be obligated to
nggk ,an o m11g8 all@ provide water service to any Developer,
Builder or other applicant for service in the event that the Developer, Builder or other applicant
for service has not paid in full all charges hereunder. Under no circumstances will the Company
set a meter or otherwise allow service to be established if the entire amount of any payment

has not been paid. 7

.3§l9.?48'. 1[8aM1(F) Large Subdivision Projects: In the event that the Developer or Builder is
engaged in the development of a residential subdivision containing more than 150 lots, the
Company may, in its discretion, agree to payment of off-site hook-up fees in installments. Such
installments may be based on the residential subdivision development's phasing, and should
attempt to equitably apportion the payment of charges hereunder based on the s »
Developer's or Builder's construction schedule and water service requirements.

(G)
HQ0§$z§;*

Off~Site Hook-Up Fees Non-refundable: The amounts collected by the Company
pursuant to the off-site hook-up fee tariff shall be non-refundable contributions in

aid of construction.

(H) Use of Off-Site Hook-Up Fees Received:
hook-up fees shall be deposited into a separate
the purposes of paying for the costs of Q
loans obtained for the installation of off-site facility

9,

.  '1at1

2 1 u , e + » - - -  1 ; . ~ , . *Li ¢ / I » * . . 1-_~~ . . . . . . .

5 2
Lt * ¥r

?'8'33é
~,.

All funds collected by the Company as off-site
t n an used solely for

off-site facilities, including repayment of
es that will benefit the entire water system.

-;;11£w.~ *.¢

Off-Site I-Iook-up Fee in Addition to On-site Facilities: The off~site hook-up fee shall be
in addition to any costs associated with die construction of on-site facilities under a Main
Extension Agreement.

<1>

(J) Disposition of Excess Funds; After all necessary and desirable off-site facilities are
constructed utilizing funds collected pursuant to the off-site hook-up fees, or if the off-site hook
up fee has been terminated by order of the Commission, any funds remaining in the trust shall be
refunded. The manner of the refund shall be determined by the Commission at the time a refund
becomes necessary.
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(K) Fire Flow Requirements: In the event the applicant for service has fire flow requirements
that require additional facilities beyond those facilities whose costs were included in the off-site
hook-up fee, and which are contemplated to be constructed using the proceeds of the off-site
hook-up Fee, the Company may require the applicant to install such additional facilities as are
required to meet those additional fire flow requirements, as a non-refundable contribution, in
addition to the off-site hook~up fee.

~wwxw
. . s.1

.1 r

. ..
Mr .

.> ..

(L) Status Reporting Requirements to the Commission: The Company shall submit a calendar
year Off-Site Hook-Up Fee status report each to Docket Control for the prior twelve (12)
month period, beginning January , until the hook-up fee tariff is no longer in effect. This
status report shall contain a list of all customers that have. paid the*hook-up fee tariff, the amount

a c~ UG .

spent from the account, the amount of interest earned on the ,
an
period.

. .:@>zs-;r=¥8 3991 .

each has paid, ;hemys1@ m£Q49y §Q . . oz. " € 8 8 ;§
ye

g¢1;==:;;;='#>"2*4#:':.a°.'>'8";<11='*.1'rl§'1\33&'4@". 4 4

L. ... f , the amount of money
. 9 tariff account 844

zatlon all facilities that have been installed the tariff funds during the 12 month

l
J
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\. I
Engineering Report
For
Southern Sunrise Water Company, Inc.
Docket No. W-20454A~09-0413 (Rates)

1
March 3, 2010

SUMMARY

CONCLUSIONS

A. Southern Sunrise Water Company, Inc. ("Southern Sunrise") operates two independent
water systems and each water system has adequate well and storage capacities to serve
their present customer base and reasonable growth.

B. The Arizona Department of Environmental Quality has reported that So'uthern Sunrise's
two water systems are currently delivering water that meets the water quality standards.

c. Southern Sunrise is not located in any Active Management Area. According to the
Arizona Department of Water Resources ("ADWR"), Southern Sunrise is in compliance
with ADWR's requirements governing water providers and/or community water systems.

D. A check of the Utilities Division Compliance database showed that Southern Sunrise had
no delinquent Commission compliance items.

E. Southern Sunrise has an approved curtailment tariff with an effective date of April 4,
2007.

F. Southern Sunrise has an approved backflow prevention tariff with an effective date of
April 4, 2007.

RECOMMENDATIONS

1. Southern Sunrise's two water systems have questionable and/or high water losses. For
this reason, Staff recommends that Southern Sunrise monitor its three systems for a 12-
month period to prepare a water loss report. Southern Sunrise should coordinate when it
reads the production meters each month with customer monthly meter readings so that an
accurate accounting can be made. If the reported water loss is greater than 10 percent,
Southern Sunrise shall submit the water loss reduction report containing a detailed
analysis and plan to reduce the water loss to 10 percent or less. If Southern Sunrise
believes it is not cost effective to reduce the water loss to less than 10 percent, it should
submit a detailed cost benefit analysis to support it opinion. In no case shall Southern
Sunrise allow water loss to be greater than 15 percent. The water loss reduction report or
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the detailed analysis, whichever is submitted, shall be docketed as a compliance item
within 18 months from the effective date of an order issued in this proceeding.

2. Staff recommends the adoption of Southern Sunrise's annual water testing expense of
$3,920 be used for purposes of this application.

3. Staff recommends that Southern Sunrise continue to use Staff" s typical and customary
depreciation rates as delineated in Table H-l .

4. Staff recommends the approval of its proposed Service Line and Meter Installation
Charges as delineated in Table I-l .

5. Staff recommends the approval of Southern Sunrise's request for revised Water Hook-Up
Fees starting at $1,600 and the adoption of the specific and updated tariff language as
contained in Northern Sunrise's Attachment - HUF Tariff.

I
J
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A . L O C A T I O N  O F  S O U T H E R N  S U N R I S E  W A T E R  C O M P A N Y ,  I N C .  ( " S O U T H E R N
SU N R ISE" )

Southern Sunrise servesthe communities surrounding Nicksville and Miracle Valley,
which are approximately 8 miles south and 15 miles southwest of Sierra Vista, respectively.
Figure A-l shows the location of Southern Sunrise within Cochise County and Figure A-2 shows
the approximate 2.8 square-miles of certificatedarea.

B. DESCRIPTION OF WATER SYSTEMS

Southern Sunrise operates two water systems, the Cochise/Horseshoe Ranch System and
Miracle Valley System. These water systems were Held inspected on December 16, 2009, by
Marlin Scott, Jr., Staff Utilities Engineer, in the accompaniment of Martin Garlant, representing
Southern Sunrise.

Cochise/Horseshoe Ranch System
1

I

The current operation of the Cochise/Horseshoe Ranch System consists of four wells,
four storage tanks, three booster systems and a distribution system serving approximately 552
active meters as of March 2009. This system is also interconnected with the Bella Vista -- South
System by a 2-inch master-meter.

Miracle Valley System

The current operation of the Miracle Valley System consists of two wells, one storage
tank, one booster system, and a distribution system serving approximately 24] active meters as
of March 2009.

A detailed plant facility description for each water system is as follows :
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TOTAL: 260 GPM I I

Well # or
Name

ADWR
ID No.

Pump Hp
(Submersible)

Flow Rate
(GPM)

Casing Size
& Depth

#4 55-630887
(Not in
service)

8" x 458' 1973

Janel 55-805546 5 35 8" x 180' 1-1/2" 1989

TOTAL: 200 GPM
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#1 55-563118 5 75 8" X l50' 1997

#2 55-550951 5 45 10"x 144' 1995

#3 55-563117 5 45 8"x 145' 1997

v .
Miracle Valley System

#1 55-630018

#2 55-527262

Storage Tanks

\

Location Booster Systems
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Wells #1, #2& #3 Two 5-Hp booster pumps with
a 5,000 gallon pressure tank

170,000 gal. storage tank

and

10,000 gal. storage tank

10,000 gal. &22,500 gal.
storage tanks

Well Janel
Two 5-Hp booster pumps with
a 1,000 gallon pressure tank

Horseshoe Ranch
Two I0-Hp booster pumps with

a 3.000 gallon pressure tank

Miracle Valley System
Well #1 Two 15-Hp booster pumps

Well #2 1,000 gal. pressure tank

150,000 gal. storage tank
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Table 1. Well Data

Table 2. Storage Tanks & Booster Systems
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Material Length, ft.

p l c Unknown

PVC Unknown n
PVC Unknown

6 men PVC Unknown

2 inch

3 inch

Dlarneter
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i Size
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Miracle Valley- .
Systeim

5/8 x 3/4 inch

3/4 inch4
I

582
(with 552 active meters)

259
(with 241 active meters)

582 259

I
I

TreatmentStructures Liquid chlorination units at Well #1 and Well Janel.

Chlorinator sheds at Well #1 and Well Janel.
Chain link fencing around Well #1 Well Janel and Horseshoe Ranch.
Storage building at Horseshoe Ranch.

Mirac1e,vaiieysysten

la,
Ranéii1 F42 1 $.3* ~4..
. . . , _Q.. 1.
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. 34. 1. ii...~=.S§'_§6M;*
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Treatment Llquld chlorinatlon unit at Well #1,

Structures Chlorinator shed at Well #1 .
Cham link fencing around Well #1 and Well #2.
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Table 3. Water Mains

Table 4. Customer Meters

Table 5. Treatment Equipment & Structures

I Treatment Equipment & Structures - W

c. WATER USE

Water Sold

Based on the information provided by Southern Sunrise, water uses for the test year
ending March 2009 are presented in Figures C-l and C-2. For the Cochise/Horseshoe Ranch
System, customer consumption experienced a high monthly average water use of 267 gallons per



l
System

Gallons
Sold Difference

Gallons
Pumped

38,947,888
14,295,156

I

24.1%
32.9%

i
51,340,200
21,315,330

Cochise/Horseshoe Ranch
Miracle Valley

!
|Water Loss

(6/08 to 12/09)System
Water Loss

(6/08 to 12/08)I Water Loss
(1/09 to 12/09)

13.92%
25.21%

1
1

4
10.23%

27.36%
Cochise/Horseshoe Ranch
Miracle Valley

3.72%
31.01%
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day ("GPD") per connection in June 2008 and a low monthly average water use of 152 GPD per
connection in December 2009 for a monthly average use of 193 GPD per connection.

For the Miracle Valley System, customer consumption experienced a high monthly
average water use of 245 GPD per connection in June 2008 and a low monthly average water use
of 132 GPD per connection in March 2009 for a monthly average use of 169 GPD per
connection.

Non-Account Water

Non-account water should be 10 percent or less. For Southern Sunrise's two systems,
Southern Sunrise reported the gallons pumped and gallons sold during the test year as shown in
the table below:

Table C-2. Water Difference

In response to Staffs Data Request MSJ 5-1, Southern Sunrise stated that while the
pumped production numbers are based on a calendar month, the sold numbers are based on meter
read dates, resulting in a mismatch of the meter reading data. Southern Sunrise also further
stated tuiaccounted~for water needs to be looked at as a long term average and that the Water Use
Data Sheet does not account for water that is lost through leaks, flushing or other accounted-for
water. Also included in response to Data Request MS] 5-1, Southern Sunrise provided a
spreadsheet from June 2008 to December 2009 that included revised water loss percentage with
the "accounted-for water" as follows:

Table C-3. Revised Water Loss

As shown above, the meter reading data makes the "true" water loss calculation
questionable. As a result, it appears that the Southern Sunrise is a good candidate to conduct a
water audit to determine the "true" water loss for all two of its systems.
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For this reason, Staff recommends that Southern Sunrise monitor both of its systems for a
l2-month period to prepare a water loss report. Southern Sunrise should coordinate when it
reads the production meters each month with customer monthly meter readings so that an
accurate accounting can be made. If the reported water loss is greater than 10 percent, Southern
Sunrise shall submit the water loss reduction report containing a detailed analysis and plan to
reduce the water loss to 10 percent or less. If Southern Sunrise believes it is not cost effective to
reduce the water loss to less than l() percent, it should submit a detailed cost benefit analysis to
support it opinion. in no case shall Southern Sunrise allow water loss to be greater than 15
percent. The water loss reduction report or the detailed analysis, whichever is submitted, shall be
docketed as a compliance item within 18 months from the effective date of an order issued in this
proceeding.

System Analysis

The Cochise/Horseshoe Ranch System's current well capacity of 200 GPM and storage
capacity of 212,500 gallons is adequate to serve the present customer base and reasonable
growth.

The Miracle Valley System's current well capacity of 260 GPM and storage capacity of
150,000 gallons is adequate to serve the present customer base and reasonable growth.

D. GROW TH

Figures D-l and D-2 depicts the customer growth, per total and active meters, using
linear regression analysis for the Cochise/Horseshoe Ranch and Miracle Valley Systems. The
number of customers was obtained from Southern Sunrise per its response to Staffs Data
Request MS] 5-1. During the test year ending March 2009:

• The Cochise/Horseshoe Ranch System had approximately 582 total meters and
552 active meters. At this time, this system is losing customers. If this trend
continues, it is projected that the Cochise/Horseshoe Ranch System could have
approximately 530 active meters by October 2014.
The Miracle Valley System had approximately 259 total meters and 241 active
meters. At this time, this system is also losing customers. If this trend continues,
it is projected that the Miracle Valley System could have approximately 235
active meters by October 2014.

E. ARIZONA DEPARTMENT
COMPLIANCE

OF ENVIRONMENTAL QUALITY ("ADEQ")

Compliance

According to ADEQ Compliance Status Reports, dated August 7, 2009, ADEQ has
determined that Southern Sunrise's Cochise/Horseshoe Ranch and Miracle Valley Systems, PWS
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Nos .  02 -011  and  02-023 ,  r espec t ive ly ,  a re  cu r ren t ly  de l ive r ing  wa te r  tha t  mee ts  wa te r  qua l i ty
s tandards required by 40 CFR 141/Ar izona Adminis trat ive Code, T i t le  18, Chapter  4.

Water  Testing Expense

Southern Sunr ise repor ted i ts  water  testing expense at $5,592 for  the test year . Staff has
reviewed Southern Sunr ise 's  repor ted expense amount and recommends that Southern Sunr ise 's
water  testing expense of $5,592 be adopted for  this proceeding.

F . A R I Z O N A  D E P A R T M E N T  O F  W A T E R  R E S O U R C E S  ( U A D W R 7 7 )  C O M P L I A N C E

Sou the r n  Sun r ise  i s  no t  loca ted  in  any  Ac t i ve  Managemen t  A r ea .  Acco r d ing  to  ADW R
compliance status repor ts, dated January 10, 2010, Southern Sunr ise's Cochise/Horseshoe Ranch
and Mirac le  Va l ley  Sys tems are  in  compl iance wi th  i ts  requ i rements  govern ing water  p rov iders
and/or  community  water  systems.

G . A R I Z O N A  C O R P O R A T I O N  C O M M I S S I O N  ( ¢ ¢ A C C 7 7 7  C O M P L I A N C E

A c c o r d i n g  t o  t h e  U t i l i t i e s  D i v i s i o n  C o m p l i a n c e  d a t a b a s e ,  S o u t h e r n  S u n r i s e  h a s  n o
del inquent ACC compl iance i tems.

H. DEPRECIATION RATES

In  the  2006 CC&N trans fer  case,  Southern  Sunr ise  was  author ized to  use Sta f fs  typ ica l
and customary deprec ia t ion ra tes . These deprec ia t ion ra tes  are presented in  Table H- l  and i t  is
r e c o mme n d e d  th a t  So u th e r n  Su n r i s e  c o n t in u e  to  u s e  th e s e  d e p r e c ia t i o n  r a te s  b y  i n d i v id u a l
Nat iona l  Assoc ia t ion o f  Regula tory  Ut i l i ty  Commiss ioners  category .

1. SERVICE LINE AND METER INSTALLATIGN CHARGES

Southern Sunr ise has requested changes to its service l ine and meter  installation charges.
These  ins ta l la t ion  charges  a re  r e fundab le  advances .  For  a l l  me te r  s izes ,  Sou thern  Sunr ise  is
r eques t ing  to  char ge  these  ins ta l la t ion  char ges  "a t  cos t " .  Accor d ing  to  Sou the r n  Sunr ise ,  the
reason for  the "at cost" request is  that i t  "p laces the cost of growth d irect ly  on the par ty  caus ing
the cost so it is  not borne by the existing customers".

In  S ta f fs  Da ta  Reques t  MSJ - 5 - 3 ,  S ta f f  r eques ted  Sou the r  Sun r ise  to  p r ov ide  examp le
cos ts  o f  i ns ta l la t ion  cha r ges  fo r  5 /8  x  3 /4 - inch ,  1 - inch ,  2 - inch  and  4 - inch  me te r s . Southern
Sunr ise  responded by  submit t ing  incomple te  data  fo r  the  5 /8  x  3 /4- inch and 1- inch meter  s izes
and not prov id ing costs  for  2- inch and4- inch meter  s izes.

I t  i s  S t a f f s  p o s i t i o n  t h a t  f o r  s m a l l  m e t e r  s i z e s ,  t y p i c a l l y  r e s i d e n t i a l ,  e s t a b l i s h e d
insta l la t ion charges should be prov ided in order  for  these potentia l  customers to have an idea of
the installation charges. Therefore, using the submitted data request responses along with Staff '  s
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additional data, Staff has established and recommends installation charges for the 5/8 x 3/4-inch,
3/4-inch and l-inch meters. For l-l/2-inch and larger size meters, Staff recommends the "at
cost" charges apply. In addition, Staff recommends that the actual cost be incurred when road
crossing is required.

Since Southern Sunrise may at times install meters on existing service lines, it would be
appropriate for some customers to only be charged for the meter installation. Therefore, Staff
recommends approval of its charges as shown in Table I-l, with separate installation charges for
the service line and meter installations.

J. CURTAILMENT TARIFF

Southern Sunrise has an approved curtailment tariff with an effective date of April 4,
2007.

K. BACKFLOW PREVENTION TARIFF
s

.r

Southern Sunrise has an approved backflow prevention tariff with an effective date of
April 4, 2007.

L. OFF-SITE HOOK-UP FEE TARIFF

Southern Sunrise currently has an approved Hook-Up Fee ("HUF") Tariff starting at
$1,000. In its rate application, Southern Sunrise requested a Water HUF Tariff starting at $1,600
for a 5/8 x 3/4-inch meter. The proposed $1,600 is based on the Southern Sunrise's proposed
construction of a deep well/storage tank/booster station project totaling to $l,437,500, resulting
to fee of 83,443 per service connection. Southern Sunrise however selected a lesser amount of
$1 ,600 to be adopted for its revised HUF Tariff.

Southern Sunrise also submitted its HUF Tariff that had different language than in Staff" s
updated HUF Tariff template. Staff has reviewed Southern Sunrise's proposed language changes
and will accept some of Southern Sunrise's language changes, which is the same as the Northern
Sunrise HUF Tariff.

Therefore, Staff recommends the approval of Southern Sunrise's revised HUF Tariff
starting at $1,600 and the adoption of the specific and updated tariff language contained in the
same HUF Tariff of NorThern Sunrise's report.
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|

Figure A-2. Cer t i f icated Areas
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S§WC-Cochise/Horseshoe Ranch
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Figure C-1. Cochise/Horseshoe Ranch System Water Use

SSWC-Mlracle Valley
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Figure C-2. Miracle Valley System Water Use
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Figure D-l. Cochise/Horseshoe Ranch System Growth

Figure D-2. Miracle Valley System Growth



Proposed
Rates (%)

Current
Rates (%)

335

339

Hydrants 2.00 2.00

Backflow Prevention Devices 6.67 6.67

Other Plant & Misc Equipment 6.67 6.67

340 6.67 6.67

20.00 20.00
20.0020.00

4.00 4.00

5.00 5.00

10.00

5.00

10.00

10.00

10.00 10.00

NARUC
Acct. No. Depreciable Plant

304 3.33 3.33

305 Collecting & Impounding Reservoirs 2.50 2.50

306 Lake, River, Canal Intakes 2.50 2.50

307 Wells & Springs 3.33 3.33

5.00

308 Infiltration Galleries 6.67

309 Raw Water Supply Mains 2.00

310 Power Generation Equipment 5.00

311 Pumping Equipment 12.50 12.50

3.33

320 Water Treatment Equipment
320.1 Water Treatment Plants 3.33

320.2 Solution Chemical Feeders 20.00 20.00
330 Distribution Reservoirs & Standpipes

330.1 Storage Tanks 2.22 2.22

330.2 Pressure Tanks 5.00 r 5.00

2.00331 Transmission & Distribution Mains 2.00

333 Services 3.33
I

3.33
| 334 Meters 8.33 8.33

6.67

2.00

3.33

20.00

340.1 Computers & Software
34] Transportation Equipment
342 Stores Equipment
343. Tools, Shop & Garage Equipment
344 Laboratory Equipment
345 Power Operated Equipment
346 Communication Equipment
347 Miscellaneous Equipment
348 Other Tangible Plant

10.00

5.00

10.00

10.00
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Staff' s
Recommended

Meter
Charges

Staff' s
Recommended
Service Line
Charges **

Staffs
Recommended

Total
Charges

$1,765 $105 $1,870

Meter Size

\
.

... . .:..* .

{°l.
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u

•  \ e
.

» °.

019
s. =:

.: |»*4*M. . .
. . . . . .

S9uth§m
".Sunrise's
1. Cgfrént
Charges

M8 x3M" $410 At Cost

3/4" $410 At Cost

a. V _1

..
. ' .. .. h .

\ .

. . . . .

.
"\°" '

. ..'..l \
ql\'\.p *:

1 .
. . u p

* .
l

l1 l . . \

';v°. . . .,|» .`., i
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- . 4 3 ." ...

Southern
Sunrise' s_ =

Proposed
_ Charges"

$1,945
$2,005

1

$1,765 $180

$240$520 At Cost

At Cost$660 AI Cost

1 "

At Cost At Costl-1/2"
2" Turbine

2" Compound

| 3" Turbine

3" Compound
|

4" Turbine

4" Compound

6" Turbine

6" Compound

8" and larger

$1,155

$1,720

AICOSI

At Cost
At Cost

|

At Cost At Cost

$1,625

$2,260

AL Cost

At Cost
At Cost At Cost At Cost

$2,500
$3,200

At Cost

At Cost
At Cost At Cost

I
At Cost

At Cost At Cost
$4,500
$6,300

Ar Cost

At Cost

$8,200 At Cost At Cost At Cost At Cost
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Table J-1. Service Line and Meter Installation Charges

L_

** Note: To include the actual cost incurred when road crossing is required.
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Summary of Engineering Reports
For
Consolidate Operations and Transfer of Utility
Assets
Docket No. W-02465A-09-0414
Docket No. W-20453A-09-0414
Docket No. W-20454A-09-0414

March 3, 2010

SUMMARY

CONCLUSIONS

A. Bella Vista, Northern Sunrise and Southern Sunrise (all as "BVWC") operate seven
independent water systems and all these water systems have adequate well and storage
capacities to serve their present customer base and reasonable growth.

B. Arizona Department of Environmental Quality ("ADEQ") has reported all of BVWC's
seven water systems are currently delivering water that meets the water quality standards.

c. BVWC is not located in any Arizona Department of Water Resources ("ADWR") Active
Management Area. According to the ADWR, BVWC is in compliance with ADWR's
requirements governing water providers and/or community water systems.

D. A check of the Utilities Division Compliance database showed that BVWC had no
delinquent Commission compliance items.

E. All of BVWC's water systems have approved curtailment tariffs.

F. A11 of BVWC's water systems have an approved backflow prevention tariffs.



I
8
System

Water Loss
During

Test Year
From 6/08

to 12/08
From 1/09
to 12/09

From 6/08
tO 12/09

1- - r

City
9. 1 %

(questionable)
W
South

F

13.86% in 2008
13.04% in TY
2.58 in 2009

I Mustang/Crystal -5.49% 12.34% 6.08%
Sierra Sunset
Coronado Estates

-20.11% 1.98% -5.17%
-3.96% 21.27% 12.34%

Cochise/Horseshoe Ranch 3.72% 13.92% 10.23%
Miracle Valleyu 31.01% 25.21% 27.36%

I

BVWC Systems
Water

Testing Expense
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RECOMMENDATIONS

1. BVWC operates the below seven water systems with water losses that exceed the 10
percent allowable limit:

As shown above, the meter reading data makes the "true" water loss calculation
questionable. As a result, it appears that BVWC is a good candidate to conduct a water audit to
determine the "true" water loss for all of its seven water systems.

For this reason, Staff recommends that BVWC monitor its seven water systems for a 12-
month period to prepare a water loss report. BVWC should coordinate when it reads the
production meters each month with customer monthly meter readings so that an accurate
accounting can be made. If the reported water loss is greater than 10 percent, BVWC shall
submit the water loss reduction report containing a detailed analysis and plan to reduce the water
loss to 10 percent or less. If BVWC believes it is not cost effective to reduce the water loss to
less than 10 percent, it should submit a detailed cost benefit analysis to support it opinion. In no
case shall BVWC allow water loss to be greater than 15 percent. The water loss reduction report
or the detailed analysis, whichever is submitted, shall be docketed as a compliance item within
18 months from the effective date of an order issued in this proceeding.

2. Staff recommends the adoption of BVWC's annual water testing expense totaling to
$28,184 as follows:

\

Bella Vista
Northern Sunrise
Southern Sunrise

V Total:

$18,805
$3,787

_8§,592

$28,184 l



Acct.
No.

1-

Plant items for Main Relocation
Original

Cost

331
4
i
1
l

1
i

331
W
l

1
1

l

r

Transmission & Distribution Mains
- New 250 feet of 8-inch DIP and

valves with one air relief.
- Installed 22-inch casing sleeve.

Transmission & Distribution Mains
- Retirement of old 250 feet of 8-inch

ACP, installed in 1968.

$104,507
a
i
i
I

(33,496)

Total:
_..._.._... ,.___.

$101,011
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3. Staff concludes that the requested post-test year item for the Bella Vista .- City System is
used and useful for the provision of service to customers. Staff recommends that the
post-test year item be adjusted as follows :

4. Staff recommends that BVWC adopt Staffs typical and customary depreciation rates and
further recommends that BVWC use these depreciation rates delineated in the attached
Table X - BVWC Depreciation Rates.

5. Staff recommends the approval of Staff' s proposed Service Line and Meter Installation
Charges as delineated in the attached Table XX - BVWC Service Line & Meter
Installation Charges.

6. Staff recommends denial of the request for a Hook-Up Fee Tariff for Bella Vista. For
Northern Sunrise and Southern Sunrise, Staff further recommends the approval of the
revised fee starting at $1,600 and the adoption of the specific and updated tariff language
contained in the attached Water HUF Tariff.

7. Staff recommends that if the BVWC water systems are consolidated, BVWC be required
to continue reporting the data and information separately for each of its individual
systems by ADEQ Public Water System, including but not limited to plant description
and water use data, in future Annual Reports and rate case filings.



r

NARUC
Acct. No. Depreciable Plant

:Recommended
Rates (%)

i

i
1 l

306l
i

Structures & Improvements 3.33
Collecting & Impounding Reservoirs 2.50
Lake, River, Canal Intakes 2.50

304
305

307 Wells & Springs
I

308 Infiltration Galleries
3.33
6.67
2.00

12.50

3.33
20.00

x

6.67
2.00

5.00
12.50

20.00

I 309

335

Raw Water Supply Mains
Power Generation Equipment
Pumping Equipment
Water Treatment Equipment

Water Treatment Plants
Solution Chemical Feeders

Distribution Reservoirs & Standpipes

310
311
320

320.1
320.2

330
330.1

330.2
331

333

334

Storage Tanks I2.22
Pressure Tanks 5.00

Transmission & Distribution Mains 2.00

3.33Services
Meters 8.33
Hydrants 2.00335

336336

Other Tangible Plant

6.67
6.67
6.67
20.00

20.00
4.00
5.00

10.00
5.00

10.00
10.00

10.00

339 Other Plant & Misc Equlpment
340 Office Furniture & Equlpment

340.1 Computers & Software
| 341 Transportation Equlpment

342 Stores Equipment
343 Tools, Shop & Garage Equlpment
344 Laboratory Equlpment
345 Power Operated Equipment
346 Communication Equipment
347| Miscellaneous Equlpment
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Meter Size
i
l

I°-
5/8 x 3/4"

W

1 I

i

i|

Staffs
Recommended

Total
Charges

$1,870 |

|
|

$1,945
y

1 "
|

|$2,005
I1

I
1- 1 /2"

2" Turbine

2" Compound
)

At Cost

At Cost

At Cost

I

»
3" Turbine

3" Compound

1 4" Turbine

4" Compound
At Cost I

At Cost

I
6" Turbine

6" Compound

8" and largerl At Cost

Staff' s
Recommended

Meter
Charges

Staff' S
Recommended

Service Line
Charges **

$1,765
. . -.. . . . . . 1 - .. ...

$105
|

$1,765 $180

$240

At Cost

At Cost

At Cost

At Cost

At Cost

At Cost

$1,765

At Cost

At Cost

At Cost

I
|
I

I

| At Cost

At Cost

At Cost

| At Cost

ll ll_
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Table XX -. BVWC Service Line 8: Meter Installation Charges

* * Note: To include the actual cost incurred when road crossing is required.



EXHIBIT MSJ
Page 71 of 74

NORTHERN SUNRISE WATER COMPANY. INC.
&

SOUTHERN SUNRISE WATER COMPANY. INC.
WATER HOOK-UP FEE TARIFF

I. Purpose and Applicability

The purpose of the off-site hook-up fees payable to Northern and Southern Sunrise Water
Companies ("the Company") pursuant to this tariff is to equitably apportion the costs of
constructing additional off-site facilities to provide water production, delivery, storage
and pressure among all new service connections. These charges are applicable to all new service
connections ;. f e n . . 1 . . . ~ B: oW°w " 1~.~4~ ~"~"~2~.
4: at e . established after the effective date of this tariff. The
charges are one-time charges and are payable as a condition to Company's establishment of
service, as more particularly provided below.
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I I . Definitions
9
I

Unless the context otherwise requires, the definitions set forth in R-14-2~401 of the Arizona
Corporation Commission's ("Commission") rules and regulations governing water utilities shall
apply interpreting this tariff schedule.

"Applicant" means any party entering into an agreement with Company for the installation of
water facilities to serve new service connections, and may include Developers and/or Builders of
new residential subdivisions .4  T '- * t 1 I . " s . 4 § 4 £ a  - v " ' ~ " » »  1  *  " e r - - . * * 4 T L 1 * " " v ' L - k 3 > 8 . r e .  ri . ,* _~»¢-'4 ; 44 1 . m  » § » ¢--¢ *»~.»»_ , -9 * ! £ ; . 4 8 . 4 =e3.;.§_ ah ~:*.4.f$~> _ - > , n . . ¢ ; 1 ! 1 _ @ l i g 5 * s } * 8 8;38 »Y~4m.lTél~e

" C o m p a n y " means Northern and Southern Sunrise Water Companies.

9w9 £gvw;q
I

¥T4W*95*?:24»¢ * . 9941;

"Main Extension Agreement" means any agreement whereby an Applicant, Developer and/or
Builder agrees to advance the costs of the installation of water facilities aces a to the
Company to serve new service connections -  ~ ,  o r  i n s t a l l acilities
necessary; to serve new service connections and transfer~ ownership of such water facilities to the
Company, which agreement shall require the approval of the Commission pursuant to A.A.C. R-
14-2-406, and shall have the same meaning as "Water Facilities Agreement" or "Line Extension
Agreement."

'4 "*\4.=~' s,..
x~ ~:mv Q~.

"Off-site Facilities" means wells, storage tanks and related appurtenances necessary for proper
operation, including engineering and design costs. Offsite facilities may also include booster
pumps, pressure tanks, transmission mains and related appurtenances necessary for proper
operation if these facilities are not for the exclusive use of the applicant and will benefit the
entire water system.

z;»4 ; 4 . W; 4 ; § Q§ f ¢ ; . ' 1 t1§*=; *;

c o m e  c  : n d  t  a l
-s4:.»=.-.¢~=e=¢.»a»»3=¢~¢!¢4»;8,A. . * . . .~ .an

"Service Correction" means and includes all service connections for single-family residential,
co mdustnal or other uses, regardless of meter size.



OFF-SITE WATER HOOK-UP FEE TABLE

METER SIZE SIZE FACTOR TOTAL FEE
1 $1,600

1.5 $2,400
"

|

2.5 $4,000
5 $8,000
8 $12,800

16 $25,600
25 $40,000

|
\ or larger 50 $80,000

5/8" x 3/4"
3/4"

1-1/2"
2 "

l  | l

EXHIBIT MSJ
Page 72 of 74

-III. Water Hook-up Fee

For each new service connection, the Company shall collect
. , _;"".I» .1 " " " Q * " -  _ . . . 4 . 4 . . . . i ~.» » ._ _.
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i
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I
i
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I

I v . Terms and Conditions

(A) Assessment of One Time Off-Site Hook-up Fee: The off-site hook-up fee may be
assessed only once per parcel, service connection, or lot within a subdivision (similar to meter
and service line installation charge).

(B) Use of Off-Site Hook-up Fee: Off-site hook-up fees may only be used to pay for capital
items of off-site facilities, to 73. "Q installation of
off-site facilities. Off-site hook-up fees shall not be used repairs, maintenance, or
operational

or for repayment of loans obtained ,

U

. s Qm&Ja»4\a

(D) Time of Payment:

3)

.=. ff; a
hE¥81§€

Ho ;k'M3l2§'<i*..é§?*§

. , ...osesre tension. In the event that the person or entity
that will be constructing improvements ("Applicant", "Developer" or "Builder") is
¢.u~~ms1.» required to enter into a Main Extension Agreement, whereby the Applicant,
Developer or Builder agrees to advance the costs of installing mains, valves, fittings,
hydrants and other on-site improvements in order to extend service in accordance with R-
14-2-406(B), payment of the Ev required hereunder shall be made by the
Applicant, Developer or Builder no later than within 15 calendar days after receipt of
notification from the Company that the Utilities Division of the Arizona Corporation
Commission has approved the Main Extension Agreement in accordance with R-14-2-
406(M).

4)
"1w¢=¢'~"»s@ew2e

HE xi..lh8'§en@ cting,»4»»'*>=@¢* ».l==°'¥&- = In the event that the Applicant, Developer or
..,_

.  4 ,

-¢;

v?~¢¢ vw*q¢8
.  * : . ..

J . »

Fai' g s
Builder for service is not required to enter into a Main Extension Agreement, the 1;

charges hereunder shall be due and payable at the time the meter and service line
installation fee is due and payable.
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(G) Off-Site Facilities Construction Bv Developer: Company and Applicant, Developer, or
Builder may agree to construction of off-site facilities necessary to serve a particular
development by Applicant, Developer or Builder, which facilities are then conveyed to
Company. In that event, Company shall credit the total cost of such off-site facilities as an offset
to off-site hook-up fees due under this Tariff. If the total cost of the off-site facilities constructed
by Applicant, Developer or Builder and conveyed to Company is less than the applicable off-site
hook-up fees under this Tariff, Applicant, Developer or Builder shall pay the remaining amount
o f owed hereunder. If the total cost of the off-site facilities by
Applicant, Developer or Builder and conveyed to Company is more than the applicable off-site
hook-up fees under this Tariff, Applicant, Developer or Builder shall be refunded the difference
upon acceptance of the off-site facilities by the Company.

. m.. *.

44519. 'F provide water service to any Developer,
(H) Failure to Pay Charges, Delinquent Pavements: The Company will not be obligated to

aiiva11G¢f= o *. 2¢
Builder or other applicant for service in the event that the Developer, Builder or other applicant
for service has not paid in full all charges hereunder. Under no circumstances will the Company
set a meter or otherwise allow service to be established if the entire amount of any payment ~~

h oder
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1

*a
.M(I) Large Subdivision Projects: In the event that the Developer or Builder is

engaged in the development of a residential subdivision containing more than 150 lots, the
Company may, in its discretion, agree to payment of off-site hook-upfees in installments. Such
installments may be based on the residential subdivision development's phasing, and should
attempt to equitably apportion the payment of charges hereunder based on the
Developer's or Builder's construction schedule and water service requirements.

.;~' ~.>:.; ,

u > .

i ,. --~ * = .
W ea

(G) Off-Site Hook-Up Fees Non-refundable: The amounts collected by the Company 3
. pursuant to the off-site hook-up fee tariff shall be non~refundable contributions in

aid of construction.

(H) Use of Off-Site I-look-Up Fees Received: All funds collected by the Company as off-site
hook-up fees shall be deposited into a separate was e s c c ~~`~~. used solely for
the purposes of paying for the costs of H off-site facilities, including repayment of
loans obtained for the installation of off-site facilities that will benefit the entire water system.

"aw

a 488
9 + * v.  E . .9

J 91' 8:w~. "' .4 "E'$,,.. vw- -
"'7.=" hi.. i(I) Off-Site Hook-up Fee in Addition to On-site Facilities: The off-site hook-up fee shall be

in addition to any costs associated with the construction of on-site facilities under a Main
Extension Agreement.

(J) Disposition of Excess Funds: After all necessary and desirable off-site facilities are
constructed utilizing funds collected pursuant to the off-site hook~up fees, or if the off-site hook-
up fee has been terminated by order of the Arizona Corporation Commission, any funds
remaining in the trust shall be refunded. The manner of the refund shall be determined by the
Commission at the time a refund becomes necessary.
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(K) Fire Flow Requirements: In the eveNt the applicant for service has fire flow requirements
that require additional facilities beyond those facilities whose costs were included in the off-site
hook-up fee, and which are contemplated to be constructed using the proceeds of the off-site
hook-up Fee, the Company may require the applicant to install such additional facilities as are
required to meet those additional fire flow requirements, as a non-refundable contribution, in
addition to the off-site hook-up fee. .

~w £
* g ' * 1 * F ' 4 g r 4 . * I T { 4 - ; . -  * J .

g * . 1 r. a 1 h .
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3
status report shall contain a list of all customers that have paid the hook-133

"*:4= = c m ~ . w f . . , ; . ¢ r

, .~ §spM,@ = ch§g9§

the amount of interest earned on the
==,-.w2.~ms=:;fa1.'m@'*sr*.=,r4=@=1w.t@e~ e>xsw=»9 w

sat f gem

(L) Status Reporting Requirements to the Commission: The Company shall submit a calendar
year Off-Site Hook-Up Fee status report each to Docket Control for the prior twelve (12)
month period, beginning January *, until the hook-up fee tariff is no longer in effect. This

u fee tariff, the amount
each has paid, " o f  W gh the amount of money
spent from the account, tariff account,

all facilities that have been installed kg the tariff funds during the 12 month
period.

n . -

s
J
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SURREBUTTAL SUMMARY
BELLA VISTA WATER co., INC.

DOCKET NO. W-0}465A_0)-()411 ET AL

CONCLUSIGN/RECOMMENDATIONS

A. Staff recommends an adj used annual water testing expense totaling to $51 ,155 ($43,192
for Bella Vista, $3,568 for Northern Sunrise and $4,395 for Southern Sunrise).

B. At this time, Staff does not know the "true" water loss for the Companies because of the
mismatch of the meter reading data. This is the reason why Staff recommends that the
Companies monitor their water systems and prepare water loss reports for each water
system.

c. Staff recommends approval of the request for an Off-Site Hook-Up ("HUF") Tariff for
Bella Vista, which will coincide with Staffs recommended approval for Northern
Sunrise's and Southern Sunrise's HUF Tariff. Staff further recommends the approval of
the fee starting at $1,600 and the adoption of the revised tariff language contained in
Attachment B .- Off-Site Hook-Up Fee Tariff.

I
s
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Surrebuttal Testimony of Marlin Scott, Jr.
Docket No. W-02465A-09-0411 et al.
Page 1

F

1

2

INTRODUCTION

Please state your name, place of employment and job title.

3

4

5

Q.

A. My name is Marlin Scott, Jr. My place of employment is the Arizona Corporation

Commission ("Commission"), Utilities Division, 1200 West Washington Street, Phoenix,

Arizona 85007. My job title is Utilities Engineer.

6

7 Q.

8

Are you the same Marlin Scott, Jr. who submitted direct testimony on behalf of the

Utilities Division?

9 A. Yes.

10

11 Q- What was the purpose of that testimony?

12 A.

13

14

My direct testimony provided the Utilities Division Staffs ("Staff') engineering

evaluation of Bella Vista Water Co., Inc., Northern Sunrise Water Co., Inc., and Southern

Sunrise Water Co., Inc., collectively known as Companies, for this proceeding.

15

16 Q. What is the purpose of your surrebuttal testimony?

17 A.

18

19

My surrebuttal testimony provides Staffs response to the Companies' rebuttal testimony

on three issues, 1) Water testing expenses, 2) non-account water, and 3) Off-site Hook-Up

Fee Tariff.

20

21

22

WATER TESTING EXPENSES

Q, Have you reviewed the rebuttal testimony of Greg Sorensen regarding the water

2.3 testing expenses?

24 A. Yes.
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Surrebuttal Testimony of Marlin Scott, Jr.
Docket No. W-02465A-09-0411 et al.
Page 2

Q-1

2

3 A.

4

5

First, with reference to the Bella Vista systems, do you need to make a correction to

your direct testimony?

Yes. For Recommendation #3 on page 3 of 74 in Exhibit 1v1sJ, the amount of $3,920 is a

typo and should be corrected to $18,805. However, in this surrebuttal testimony, Staff

recommends the $18,805 amount be revised based on Mr. Sorensen's rebuttal testimony.

6

Q- What was Mr. Sorensen's conclusion regarding the water testing expenses?7

8

9

10

11

12

13

14

15

A. In Staffs direct testimony, Staff accepted the Companies' annual water testing expenses

totaling to $28,184 ($l8,805 for Bella Vista, $3,787 for Northern Sunrise and $5,592 for

Southern Sunrise). Mr. Sorensen acknowledged that the Companies' annual water testing

expenses totaling $28,l84 does not include all the expenses for the testing required. As a

result of this oversight, the Companies proposed annual water testing expenses totaling to

$66,652 ($58,527 for Bella Vista, $4,357 for Northern Sunrise and $3,767 for Southern

Sunrise).

16 Q- Does staf f  agree with Mr. Sorensen's conclusion that the annual water testing

expenses need to be adjusted?17

18

19

20

A.

21

22

Yes. Using data from Staff's Data Request MS] 6-2 and Companies' Data Request 1.6,

Staff and the Companies reviewed all the testing requirements and agreed to an adjustment

totaling to $51,155 ($43,192 for Bella Vista, $3,568 for Norther Sunrise and $4,395 for

Southern Sunrise). The adjusted water testing expense tables are attached to this

testimony as Attachment A - Water Testing Expense Tables .
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Surrebuttal Testimony of Marlin Scott, Jr.
Docket No. W-02465A-09-041 1 et al.
Page 3

1 Q- W hat is Staf f 's recommendation regarding the adjusted annual water testing

2

3 A.

4

5

expenses"

As stated above, Staff recommends an adjusted annual water testing expense totaling to

$51,155 ($43,192 for Bella Vista, $3,568 for Northern Sunrise and $4,395 for Southern

Sunrise).

6

7

8

9

NON-ACCOUNT WATER

Q. Have you reviewed the rebuttal testimony of Mr. Sorensen regarding the non-

account water?

10 A. Yes.

11

12 Q- What was Mr. Sorensen's conclusion regarding the non-account water?

13 A. Although Mr. Sorensen stated that the Companies "do not object to most of Staffs

14 monitoring, reporting and other recommendations", Mr. Sorensen has a concern about

15

16

17

reading the customer meters at the same time as the production meters. Mr. Sorensen

stated,that since the Companies have several thousand customers, all the meters cannot be

read in one day.

18

19 Q- Does Staff agree with Mr. Sorensen's conclusion that all meters should be read in one

20 day?

21 A. No.

22

23 Q. What is Staffs recommendation regarding the read of meters?

24 A.

25

26

In Staffs direct testimony, Staff stated that "the Companies should coordinate when it

reads the production meters each month with customer monthly meter readings so that an

accurate accounting can be made." Staff reiterated this same testimony in response to the
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a

1

2

3

Companies' Data Request 1.2, which states "The companies need to coordinate its meter

readings such that they can best know what the companies' water losses are on an annual

basis." Staff did not say that all meters should be read in one day.

4

5 Q-

6

Mr. Sorensen stated that the Companies have four billing cycles for Bella Vista and

two billing cycles each for Northern Sunrise and Southern Sunrise. Can all meters

7

8 A.

9

10

11

be read in one day?

All meters cannot be read on the same day. This is why Staff stated that the Companies

need to coordinate their meter readings. It is the responsibility of the Companies to

provide accurate accounting of the water pumped and sold to determine the amount of

water lost due to leaks and/or other uses.

12

13 Q.

14

According to Mr. Sorensen, the Companies' do not have signif icant water loss

problems. Do you agree?

15 A.

16

17

18

At this time, Staff does not know the "true" water loss for the Companies because of the

mismatch of the meter reading data. This is the reason why Staff recommends that the

Companies monitor their water systems and prepare water loss reports for each water

system.

19

20

21

22

OFF-SITE HOOK-UP FEE TARIFF

Q. Have you reviewed the rebuttal testimony of Mr. Sorensen regarding the Off-Site

Hook-Up Fee (LCHUFQ7) Tariff?

23 A. Yes.
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1 Q. What was Mr. Sorensen's concerns regarding the HUF Tariff?

2 A. Mr. Sorensen had three concerns. First, Staff recommended denial of a HUF Tariff for

3

4

5

6

Bella Vista and recommended approval to increase the fee starting at $1,600 to Northern

Sunrise's and Southern Sunrise's existing HUF Tariffs. Mr. Sorensen provided some

operational perspective comments related to system growth and demand on why a HUF

Tariff should be approval for Bella Vista.

7

8

9

10

11

Second, Mr. Sorensen shared his concern regarding the implementation of the HUF Tariff

for Northern Sunrise and Southern Sunrise and, if consolidated with Bella Vista, how M11

the recommended approved HUF Tariff implementation for Northern Sunrise and

Southern Sunrise effect the recommended Tariff denial for Bella Vista.

12

13

14

Third, Mr. Sorensen has accepted some of Staffs language changes and has further

provided additional language and changes in the HUF Tariff.

15

16 Q.

17 A.

18

19

What is Staff's response?

First, regarding the HUF Tariff denial for Bella Vista, Staff has re-evaluated Bella Vista's

water system configuration, operation, and well production, and has concluded that a HUF

Tariff, starting at $l,600, is reasonable.

20

21

22

23

Second, with regard to the implementation of the HUF Tarif f , since Staff is now

recommending approval of the Bella Vista HUF Tariff, the implementation of the HUF

Tariff as a consolidated operation should not be a concern.
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1 Q-

2 A.

With regard to the third concern, what is Staffs response?

Since HUF revenue is collected to assist in the construction of needed additional facilities

3

4

and not intended to, in all cases, cover the total cost of these facilities, Staff disagrees with

Mr. Sorensen's "true up" revision. The HUFs are not meant to pay for all facilities.

5

6 with regard to the CIAC treatment, I will defer this issue to the Staff Accounting witness.

7

8 Mr. Sorensen's change from the word "trust" to "bank" is acceptable to Staff.

9

10 Q- What is Staff's recommendation regarding the HUF Tariff?

11 A.

12

13

14

15

Staff recommends approval of the request for a HUF Tariff for Bella Vista, which will

coincide with Staffs recommended approval for Northern Sunrise's and Southern

Sunrise's HUF Tariff. Staff further recommends the approval of the fee starting at $1,600

and the adoption of the revised tariff language contained in Attachment B _.. Off-Site

Hook-Up Fee Tariff.

16

17 Q- Does this conclude your surrebuttal testimony?

18 A. Yes.
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Bella Vista's Annual Cost: $43,192

ATTACHMENT A
Page 1 of 3

Bella Vista Water Company

Water Testing Expenses

l
A

wl';;;»g; ~. R. - 8

Monitoring Cost
Total Annualper

Number
of Cost per Numberb f g

"" ._ *~ ' ¢9¢* -= ~* _.,g.==>:."_;;
| ~ yse!1f" .%4

*. * > P*=»- f.* .n1MMiii¢:*&4=8=§

Total .Annual

(Test per 3 years, unless noted.) Method Sample Samples Monitoring Cost Cost Sarhples cos: CoSt

Total Coliform - monthly 9223 $15 30 $450 $5,400 $5,400 $540 $540
Inorganic Various $170 15 $2,550 $2,550 $850

Radiochemical - per 4 yrs.

Gross Alpha 900 $85 15 $1 ,275 $1 ,275 $319

Radium 226 & Radium 22B 903.1 $150 15 $2,250 $2,250 $583

Phase ll and V:

Nitrate - annual 300 $15 i s $225 $225 $225

Nitrite - per 9 yrs. 300 $30 15 $450 $450 $50
Asbestos - per 9 yrs. 100 $110 15 $1 ,650 $1 ,650 $183
Inorganics - Ba, CN, F Various $60 15 $900 $900 $300
VOC's 524.2 $175 15 $2,625 $2,625 $875

Pesticides/PCB's/Unreg./SOC's:

EDB & DBCP 504.1 $130 15 $1 ,950 $3,900 $1,300
iGroup 1 - alachlor, etc. 507 15

Group 2 - aldin, etc. 508 $180 15 $2,700 $5,400 $1 ,800
Group 3 - 2,4 - D, etc. 515.1 $180 15 $2,700 $5,400 $1 ,800

- . .in:..;. 1 . .... . _ , ,
v - ___ _  . . . .

Group 4 - Benzo(a)pyrene, etc. 525.2 $330 15 $4,950 $9,900 $3,300II
Group 5 - aldicarb, etc. 531.1 $180 15 $2,700 $5,400 $1 ,800

Glyphosate 547 $190 15 $2,850 $5,700 $1 ,900

Endothall 548.1 $215 15 $3,225 $6,450 $2.150

Diquat 549.1 $190 15 $2,850 $5,700 $1 ,900
s

Dioxin 1613 $495 15 $7,425 $14,850 $4,950

Lead & Copper 200 $33 30 $990 $990 $330
1. 0

$330 $110
Tl'HM - City quarterly/South annually 502.2 $109 7 $762 $3,049 $3,049 /9210 ~$1089 $1.089
HAA5s - City quarterly/South annually 552.2 $155 7 $1 ,085 $4,340 $4,340 10 $1,550 $1,550

;5iii'é?§=i'"
4.».r'*\. .;.f°. .* 35--= .» *_,is
_ ucmR 1;'8f#2 '

527
\ ,F 2? -P.3* .-a-

& 54. "..~7""̀ *.°==-§'¢''*'
• ':° l', I . 24..*..*..41 $260 15 $3,900 $3,900 $557

.:4=3i'. ~f"-*'°§"ai¥'1»ai .¥.8£$-**"443. I nm.. . ':- ' -
529

MAP (South System) $1 ,962 $1 ,962
TOTALS : $92,304 $31,941 $5.471 $5,251



Monitoring Cost per test No. of test Annual Cost

Total coliform - monthly

Mustang/Crystal System

Sierra Sunset System

Coronado Estates System

$15
24

.12

12

$360

$180

$180

MAP - IOns, Radiochemicals, Nitrates,

Nitrites, Asbestos, SOCs, 8; VOCs

Mustang/Crystal System

Sierra Sunset System

Coronado Estates System

MAP MAP $566

$317

$754

Lead & Copper .- per 3 years

Mustang/Crystal System

Sierra Sunset System

Coronado Estates System

$33
5

5

10

$55

$55

$110

D/DBP - TTHM - annually

Mustang/Crystal System

Sierra Sunset System

Coronado Estates System

$109 )

1

1

1

$109

$109

$109

D/DBP - HAA5 - annually

Mustang/Crystal System

Sierra Sunset System

Coronado Estates System

$155
1

1

l

$155

$155

$155

Others -Mustang

MEthylbenzene * Xylenes - annually $200 1 $200

Total : $3,568

ATTACHMENT A
Page 2 of 3

Northern Sunrise Water Company
Water Testing Expense



Monitoring Cost per test No. of test Annual Cost

Total coliform - monthly

Cochise/Horseshoe Ranch System

Miracle Valley System

$15 24

12

$360

$180

MAP .-. IOns, Radiochemicals, Nitrates,

Nitrites, Asbestos, SOCs, & VOCs

Cochise/Horseshoe Ranch System

Miracle Valley System

MAP MAP
$1,743

,$900
Lead & Copper - per 3 years

Cochise/Horseshoe Ranch System

Miracle Valley System

$33 10

10

$110

$110

D/DBP - TTHM - annually

Cochise/Horseshoe Ranch System

Miracle Valley System

$109 2

1

$218

$109

D/DBP .- HAA5 - annually

Cochise/Horseshoe Ranch System

Miracle Valley System

$155 2

1

$310

$155

Others -Miracle Valley

di2ethylhexylpthtalate - annually $200 1 $200

Total: $4,395

ill

ATTACHMENT A
Page 3 Qr 3

Southern Sunrise Water Company
Water Testing Expense
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BELLA VISTA WATER COMPANY, INC.,
NORTHERN SUNRISE WATER COMPANY, INC.

&
SOUTHERN SUNRISE WATER COMPANY, INC.

WATER HOOK-UP FEE TARIFF

1. Purpose and Applicabilitv

The purpose of the off-site hook-up fees payable to Bella Vista, Northern Sunrise and
Southern Sunrise Water Companies ("the Company") pursuant to this tariffis to equitably
apportion the costs of constructing additional off-site facilities necessary to provide water
production, delivery, storage and pressure among all new service connections. These charges are
applicable to all new service connections undertaken via Main Extension Agreements or requests
for service not requiring a Main Extension Agreement entered into established after the effective
date of this tariff. The charges are one-time charges and are payable as a condition to
Company's establishment of service, as more particularly provided below.

11. Definitions

Unless the context otherwise requires, the definitions set forth in R-14-2-401 of the Arizona
Corporation Commission's ("Commission") rules and regulations governing water utilities shall
apply in interpreting this tariff schedule.

"Applicant" means any party entering into an agreement with Company for the installation of
water facilities to serve new service connections, and may include Developers and/or Builders of
new residential subdivisions and/or commercial and industrial properties.

"Company" meansBella Vista, Northern Sunrise and Southern Sunrise Water Companies.

"Main Extension Agreement" means any agreement whereby an Applicant, Developer and/or
Builder agrees to advance the costs of the installation of water facilities necessary to the
Company to serve new service connections within a development, or installs such water facilities
necessary to serve new service connections and transfers ownership of such water facilities to the
Company, which agreement shall require the approval of the Commission pursuant to A.A.C. R-
14-2-406, and shall have the same meaning as "Water Facilities Agreement" or "Line Extension
Agreement."

"Off-site Facilities" means wells, storage tanks and related appurtenances necessary for proper
operation, including engineering and design costs. Offsite facilities may also include booster
pumps, pressure tanks, transmission mains and related appurtenances necessary for proper
operation if these facilities are not for the exclusive use of the applicant and will benefit the
entire water system.

"Service Connection" means and includes all service connections for single-family residential,
commercial, industrial or other uses, regardless of meter size.
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OFF-SITE WATER HOOK-UP FEE TABLE

METER SIZE SIZE FACTOR TOTAL FEE
I 5/8" X 3/4" 1 $1,600
I 3/4" 1.5 $2,400
I 2.5 $4,000
| 1-1/2" 5 $8,000
I

8 $12,800
16 $25,600
25 $40,000

6" or larger 50 $80,000

ATTACHMENT B
Page 2 of 4

111. Water Hook-up Fee

For each new service connection, the Company shall collect a Hook-Up Fee derived as follows:

I v . Terms and Conditions

(A) Assessment of One Time Off-Site Hook-up Fee: The off-site hook-up fee may be
assessed only once per parcel, service connection, or lot within a subdivision (similar to meter
and service line installation charge). or commercial/industrial property although a supplemental
assessment may apply to conform to the above table if the intended use of u parcel/property is
subsequently altered from that originally intended when the first assessment was paid.

(B) Use of OffSite Hook-up Fee: Off-site hook-up fees may only be used to pay for capital
items of off-site facilities, or for repayment of loans obtained to fund the cost of installation of
off-site facilities. Off-site hook-up fees shall not be used to cover repairs, maintenance, or
operational costs. The Company shall not record amounts collected under this tariff as CIAC
until such amounts have been expended for plant.

(C) Time of Payment:

1) For those requiring a Main Extension Agreement: In the event that the person or entity
that will be constructing improvements ("Applicant", "Developer" or "Builder") is
otherwise required to enter into a Main Extension Agreement, whereby the Applicant,
Developer or Builder agrees to advance the costs of installing mains, valves, fittings,
hydrants and other on-site improvements in order to extend service in accordance with R-
14-2-406(B), payment of the Hook-Up Fees required hereunder shall be made by the
Applicant, Developer or Builder no later than within i5 calendar days after receipt of
notification from the Company that the Utilities Division of the Arizona Corporation
Commission has approved the Main Extension Agreement in accordance with R-l4-2-
406(M).
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2) For those connecting to an existing main: In the event that the Applicant, Developer or
Builder for service is not required to enter into a Main Extension Agreement, the Hook-
Up Fee charges hereunder shall be due and payable at the time the meter and service line
installation fee is due and payable.

(D) Off-Site Facilities Construction By Developer: Company and Applicant, Developer, or
Builder may agree to construction of off-site facilities necessary to serve a particular
development by Applicant, Developer or Builder, which facilities are then conveyed to
Company. In that event, Company shall credit the total cost of such off-site facilities as an offset
to off-site hook-up fees due under this Tariff. If the total cost of the off-site facilities constructed
by Applicant, Developer or Builder and conveyed to Company is less than the applicable off-site
hook-up fees under this Tariff, Applicant, Developer or Builder shall pay the remaining amount
of off-site hook-up fees owed hereunder. If the total cost of the off-site facilities contributed by
Applicant, Developer or Builder and conveyed to Company is more than the applicable off-site
hook-up fees under this Tariff, Applicant, Developer or Builder shall be refunded the difference
upon acceptance of the off-site facilities by the Company.

(E) Failure to Pay Charges, Delinquent Payments: The Company will not be obligated to
make an advance commitment to provide or actually provide water service to any Developer,
Builder or other applicant for service in the event that the Developer, Builder or other applicant
for service has not paid in full all charges hereunder. Under no circumstances will the Company
set a meter or otherwise allow service to be established if the entire amount of any payment due
hereunder has not been paid.

(F) Large Subdivision Projects: In the event that the Applicant, Developer or Builder is
engaged in the development of a residential subdivision containing more than 150 lots, the
Company may, in its discretion, agree to payment of off-site hook-up fees in installments. Such
installments may b'e based on the residential subdivision development's phasing, and should
attempt to equitably apportion the payment of charges hereunder based on the Applicant's,
Developer's or Builder's construction schedule and water service requirements.

(G) Off-Site Hook-Up Fees Non-refundable: The amounts collected by the Company as
Hook-Up Fees pursuant to the off-site hook-up fee tariff shall be non-refundable contributions in
aid of construction.

(H) Use of Off-Site Hook-Up Fees Received: A11 funds collected by the Company as off-site
hook-up fees shall be deposited into a separate unaffiliated third-party interest bearing bank trust
account and used solely for the purposes of paying for the costs of installation of off-site
facilities, including repayment of loans obtained for the installation of off-site facilities that will
benefit the entire water system.

(I) Off-Site Hook-up Fee in Addition to On-site Facilities: The off-site hook-up fee shall be
in addition to any costs associated with the construction of on-site facilities under a Main
Extension Agreement.
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(J) Disposition of Excess Funds: After all necessary and desirable off-site facilities are
constructed utilizing funds collected pursuant to the off-site hook-up fees, or if the off-site hook-
up fee has been terminated by order of the Arizona Corporation Commission, any funds
remaining in the trust unaffiliated third-party interest bearing bank account shall be refunded.
The manner of the refund shall be determined by the Commission at the time a refund becomes
necessary.

(K) Fire Flow Requirements: In the event the applicant for sen/ice has fire flow requirements
that require additional facilities beyond those facilities whose costs were included in the off-site
hook-up fee, and which are contemplated to be constructed using the proceeds of the off-site
hook-up Pee, the Company may require the applicant to install such additional facilities as are
required to meet those additional fire flow requirements, as a non-refundable contribution, in
addition to the off-site hook-up fee.

(L) Status Reporting Requirements to the Commission: The Company shall submit a calendar
year Off-Site Hook-Up Fee status report each January to Docket Control for the prior twelve (12)
month period, beginning January 2011, until the hook-up fee tariff is no longer in effect. This
status report shall contain a list of all customers that have paid the hook-up fee tariff, the amount
each has paid, the physical property in respect of which such fee was paid, the amount of money
spent from the account, the amount of interest earned on the funds within the tariff account, and
an itemization of all facilities that have been installed using the tariff funds during the 12 month
period.

I
¢
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SURREBUTTAL SUMMARY
BELLA VISTA WATER co., INC.

DOCKET NO. W-02465A-09-0411 ET AL

CONCLUSION/RECOMMENDATIONS

A. Staff recommends an adjusted annual water testing expense totaling to $51,155 ($43,192
for Bella Vista, $3,568 for Northern Sunrise and $4,395 for Southern Sunrise).

B. At this time, Staff does not know the "true" water loss for the Companies because of the
mismatch of the meter reading data. This is the reason why Staff recommends that the
Companies monitor their water systems and prepare water loss reports for each water
system.

c. Staff recommends approval of the request for an Off-Site Hook-Up ("HUF") Tariff for
Bella Vista, which will coincide with Staffs recommended approval for Northern
Sunrise's and Southern Sunrise's HUF Tariff. Staff iirther recommends the approval of
the fee starting at $1,600 and the adoption of the revised tariff language contained in
Attachment B - Off-Site Hook-Up Fee Tariff.

r
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Surrebuttal Testimony of Marlin Scott, Jr.
Docket No. W-02465A-09-041 I et al.
Page 1

1

2

INTRODUCTION

Please state your name, place of employment and job title.

3

4

5

Q.

A. My name is Marlin Scott, Jr. My place of employment is the Arizona Corporation

Commission ("Commission"), Utilities Division, 1200 West Washington Street, Phoenix,

Arizona 85007. My job title is Utilities Engineer.

6

7 Q-

8

Are you the same Marlin Scott, Jr. who submitted direct testimony on behalf of the

Utilities Division?

9 A. Yes.

10

11 Q- What was the purpose of that testimony?

12 A.

13

14

My direct testimony provided the Utilities Division Staffs ("Staff'} engineering

evaluation of Bella Vista Water Co., Inc., Northern Sunrise Water Co., Inc., and Southern

Sunrise Water Co., Inc., collectively known as Companies, for this proceeding.

15

16 Q. What is the purpose of your surrebuttal testimony?

17 A.

18

My surrebuttal testimony provides Staffs response to the Companies' rebuttal testimony

on three issues, 1) water testing expenses, 2) non-account water, and 3) Off-Site Hook-Up

19 Fee Tariff.

20

21

22

WATER TESTING EXPENSES

Q. Have you reviewed the rebuttal testimony of Greg Sorensen regarding the water

23 testing expenses?

24 A. Yes.
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1

2

Q- First, with reference to the Bella Vista systems, do you need to make a correction to

your direct testimony?

3

4

A. Yes. For Recommendation #3 on page 3 of 74 in Exhibit MSJ, the amount of $3,920 is a

typo and should be corrected to $18,805. However, in this surrebuttal testimony, Staff

recommends the $18,805 amount be revised based on Mr. Sorensen's rebuttal testimony.5

6

7 Q- What was Mr. Sorensen's conclusion regarding the water testing expenses?

8

9

10

11

12

13

14

A. In Staff's direct testimony, Staff accepted the Companies' annual water testing expenses

totaling to $28,184 ($l8,805 for Bella Vista, $3,787 for Northern Sunrise and $5,592 for

Southern Sunrise). Mr. Sorensen acknowledged that the Companies' annual water testing

expenses totaling $28,184 does not include all the expenses for the testing required. As a

result of this oversight, the Companies proposed annual water testing expenses totaling to

$66,652 '($58,527 for Bella Vista, $4,357 for Northern Sunrise and $3,767 for Southern

Sunrise).

15

16 Q. Does Staf f  agree with Mr. Sorensen's conclusion that the annual water testing

expenses need to be adjusted?17

18

19

20

21

A.

22

Yes. Using data from Staffs Data Request MS] 6-2 and Companies' Data Request 1.6,

Staff and the Companies reviewed all the testing requirements and agreed to an adjustment

totaling to $51,155 ($43,192 for Bella Vista, $3,568 for Northern Sunrise and $4,395 for

Southern Sunrise). The adjusted water testing expense tables are attached to this

testimony as Attachment A -. Water Testing Expense Tables.
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Surrebuttal Testimony of Marlin Scott, Jr.
Docket No. W-02465A-09-041 1 et aL
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1 Q. What is Staff's recommendation regarding the adjusted annual water testing

3 A.

expenses?

As stated above, Staff recommends an adjusted annual water testing expense totaling to

$51,155 ($43,192 for Bella Vista, $3,568 for Northern Sunrise and $4,395 for Southern

Sunrise).

7

8

NON-ACCOUNT WATER

Q. Have you reviewed the rebuttal testimony of Mr. Sorensen regarding the non-

account water?

10 A. Yes.

12 Q.

13 A.

What was Mr. Sorensen's conclusion regarding the non-account water?

Although Mr. Sorensen stated that the Companies "do not object to most of Staffs

monitoring, reporting and other recommendations", Mr. Sorensen has a concern about

reading the customer meters at the same time as the production meters. Mr. Sorensen

stated/that since the Companies have several thousand customers, all the meters cannot be

read in one day.

19 Q- Does Staff agree with Mr. Sorensen's conclusion that all meters should be read in one

21 A.

day?

No.

23 Q. What is Staffs recommendation regarding the read of meters"

24 A. In Staffs direct testimony, Staff stated that "the Companies should coordinate when it

reads the production meters each month with customer monthly meter readings so that an

accurate accounting can be made." Staff reiterated this same testimony in response to the
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1

2

3

Companies' Data Request 1.2, which states "The companies need to coordinate its meter

readings such that they can best know what the companies' water losses are on an annual

basis." Staff did not say that all meters should be read in one day.

4

5 Q-

6

7

Mr. Sorensen stated that the Companies have four billing cycles for Bella Vista and

two billing cycles each for Northern Sunrise and Southern Sunrise. Can all meters

be read in one day?

8 A.

9

10

11

All meters cannot be read on the same day. This is why Staff stated that the Companies

need to coordinate their meter readings. It is the responsibility of the Companies to

provide accurate accounting of the water pumped and sold to determine the amount of

water lost due to leaks and/or other uses.

12

13 Q.

14

According to Mr. Sorensen, the Companies' do not have signif icant water loss

problems. Do you agree?

15 A. At this time, Staff does not know the "true" water loss for the Companies because of the

16 mismatch of the meter reading data. This is the reason why Staff recommends that the

17

18

Companies monitor their water systems and prepare water loss reports for each water

system.

19

20

21

22

OFF-SITE HOOK-UP FEE TARIFF

Q, Have you reviewed the rebuttal testimony of Mr. Sorensen regarding the Off-Site

Hook-Up Fee ("HUF") Tariff?

23 A. Yes.



l-l l  |

Surrebuttal Testimony of Marlin Scott, Jr.
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1 Q. What was Mr. Sorensen's concerns regarding the HUF Tariff?

2 A. First, Staff recommended denial of a HUF Tariff for

3

4

Mr. Sorensen had three concerns.

Bella Vista and recommended approval to increase the fee starting at $1,600 to Northern

Sunrise's and Southern Sunrise's existing HUF Tariffs. Mr. Sorensen provided some

operational perspective comments related to system growth and demand on why a HUF

Tariff should be approval for Bella Vista.

5

6

7

8

9

10

11

12

13

Second, Mr. Sorensen shared his concern regarding the implementation of the HUF Tariff

for Northern Sunrise and Southern Sunrise and, if consolidated with Bella Vista, how will

the recommended approved HUF Tariff implementation for Northern Sunrise and

Southern Sunrise effect the recommended Tariff denial for Bella Vista.

14

Third, Mr. Sorensen has accepted some of Staff's language changes and has further

provided additional language and changes in the HUF Tariff.

15

16 Q.

17

18

19

20

A.

What is Staff's response?

First, regarding the HUF Tariff denial for Bella Vista, Staff has re-evaluated Bella Vista's

water system configuration, operation, and well production, and has concluded that a HUF

Tariff, starting at $l,600, is reasonable.

21

22

23

Second, with regard to the implementation of the HUF Tarif f , since Staff is now

recommending approval of the Bella Vista HUF Tariff, the implementation of the HUF

Tariff as a consolidated operation should not be a concern.
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*

1 Q. With regard to the third concern, what is Staff's response?

2 A. Since HUF revenue is collected to assist in the construction of needed additional facilities

3

4

and not intended to, in all cases, cover the total cost of these facilities, Staff disagrees with

Mr. Sorensen's "true up" revision. The HUFs are not meant to pay for all facilities.

5

6 with regard to the CIAC treatment, I will defer this issue to the Staff Accounting witness.

7

8 Mr. Sorensen's change from the word "trust" to "bank" is acceptable to Staff.

9

10 Q- What is Staff's recommendation regarding the HUF Tariff?

11 A.

12

13

14

15

Staff recommends approval of the request for a HUF Tariff for Bella Vista, which will

coincide with Staffs recommended approval for Northern Sunrise's and Southern

Sunrise's HUF Tariff. Staff further recommends the approval of the fee starting at $1,600

and the adoption of the revised tariff language contained in Attachment B - Off-Site

Hook-Up Fee Tariff.

16

17 Q- Does this conclude your surrebuttal testimony?

18 A. Yes.
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$43,192Bella Vista's Annual Cost:

ATTACHMENT A
Page 1 of 3

Bella Vista Water Company

Water Testing Expenses

I'¢** **4 4
f r,. lg ..r a

*as¢¢l. 4.-4-.'

AnnualMonitoring

(Test per 3 years, unless noted.) Method

Cost
per

Sample

Number
of

Samples

Cost per

Monitoring

Total

Cost

Annual

Cost

l'..~sJ.£..-_je South System-..»

Nurgnfber T ot al

Samples CostCost

9223

Various

$15

$170

30

15

$450

$2,550

$5,400

$2,550

$5,400

$850

3 $540 $540

900

903.1

$85

$150

15

15

$1 ,275

$2,250

$1 ,275

$2,250

$319

$563

300

300

100

Various

524.2

$15

$30

$110

$60

$175

15

15

15

15

15

$225
$450

$L650
$900

$2525

$225

$450

SL650

$900

$2525

$225

$50

$183

$300

$875

504.1

507

508

515.1

525.2

$130 $1 ,950 $3,900 $1 ,300

l

Total Coliform - monthly

lnorganics

Radiochemical - per 4 yrs.

Gross Alpha

Radium 226 81 Radium 228

Phase ll and V:

Nitrate - annual

Nitrite - per 9 yrs.

Asbestos - per 9 yrs.

lnorganics - Ba, CN, F

VOC's

Pesticides/PCB's/Unreg./SOC's:

EDB & DBCP

Group 1 - alachlor, etc.

Group 2 - aldin, etc,

Group 3 - 2,4 - D, etc.

Group 4 - Benzo(a)pyrene, etc.

Group 5 - aldicarb, etc.

Glyphosate

Endothall

Diquat

Dioxin

Lead & Copper

Tl'HM - City quarterly/South annually

HAA5s - City quarterly/South annually

531.1

$180

$180

$330

$180

$190

$215

$190

$495

$33

$109

$155

15

15

15

15

15

15

15

15

15

15

30

7

7

$2,700

$2,700

$4,950

$2,700

$2,850

$3.225

$2,850

$7,425

$990

$762

$1 ,085

$1 ,800
$1 ,800
$3,300
$1 .800
$1 ,900
$2,150

$5,400

$5,400

$9,900

$5,400

$5,700

$6,450

$5,700

$14,850

$990

$3,049

$4.340

$1 .900

$4.950

$330

$3.049

$4,340

10

10

10

$330 $110

$1 .089 $1 ,089

$1 ,550 $1 ,550
1. Q*

\ .

Others ; UCMR List #2 - per 7 yrs.

547

548.1

549.1

1613

200

502.2

552.2

527

529
$260 15 $3,900 $3.900 $557

MAP (South System)

TOTALS: $92,304 $37,941

$1,962 $1,962

$5,471 $5,251



Monitoring Cost per test No. of test Annual Cost

Total coliform - monthly

Mustang/Crystal System

SiesTa Sunset System

Coronado Estates System

$15
24

.12

12

$360

$180

$180

MAP - IOns, Radiochemicals, Nitrates,

Nitrites, Asbestos, SOCs, & VOCs

Mustang/Crystal System

Sierra Sunset System

Coronado Estates System

MAP MAP $566

$317

$754

Lead & Copper - per 3 years

Mustang/Crystal System

Sierra Sunset System

Coronado Estates System

$33
5

5

10

$55

$55

$110

D/DBP - TTHM - annually

Mustang/Crystal System

Sierra Sunset System

Coronado Estates System

$109 \

1

1

1

$109

$109

$109

D/DBP - I-L4A5 - annually

Mustang/Crystal System

Sierra Sunset System

Coronado Estates System

$155
]

1

1

$155

$155

$155

Others -Mustang

MEthylbenzene * Xymenes - annually $200 1 $200

Total : $3,568

l l l l l

ATTACHMENT A
Page 2 of 3

Northern Sunrise Water Company
Water Testing Expense



Monitoring Cost per test No. of test Annual Cost

Total coliform - monthly

Cochise/Horseshoe Ranch System

Miracle Valley System

$15 24

12

$360

$180

MAP - IOns, Radiochemicals, Nitrates,

Nitrites, Asbestos, SOCs, & VOCs

Cochise/Horseshoe Ranch System

Miracle Valley System

MAP MAP
$1,743

$900

Lead & Copper - per 3 years

Cochise/Horseshoe Ranch System

Miracle Valley System

$33 10

10

$110
$110

D/DBP - TTHM - annually

Cochise/Horseshoe Ranch System

Miracle Valley System

$109 2

1

$218

$109

D/DBP - HAA5 - annually

Cochise/Horseshoe Ranch System

Miracle Valley System

$155 2

1

$310

$155

Others -Miracle Valley

di2ethylhexylpthtalate - annually $200 1 $200

Total: $4,395
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Southern Sunrise Water Company
Water Testing Expense
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BELLA VISTA WATER COMPANY, INC.,
NORTHERN SUNRISE WATER COMPANY, INC.

&
SOUTHERN SUNRISE WATER COMPANY, INC.

WATER HOOK-UP FEE TARIFF

I . Purpose and Applicability

The purpose of the off-site hook-up fees payable to Bella Vista, Northern Sunrise and
Southern Sunrise Water Companies ("the Company") pursuant to this tariffis to equitably
apportion the costs of constructing additional off-site facilities necessary to provide water
production, delivery, storage and pressure among all new service connections. These charges are
applicable to all new service connections undertaken via Main Extension Agreements or requests
for service not requiring a Main Extension Agreement entered into established after the effective
date of this tariff. The charges are one-time charges and are payable as a condition to
Company's establishment of service, as more particularly provided below.

II. Definitions

Unless the context otherwise requires, the definitions set forth in R-14-2-401 of the Arizona
Corporation Cornmission's ("Commission") rules and regulations governing water utilities shall
apply in interpreting this tariff schedule.

"Applicant" means any party entering into an agreement with Company for the installation of
water facilities to serve new service connections, and may include Developers and/or Builders of
new residential subdivisions and/or commercial and industrial properties.

"Company" meansBella Vista, Northern Sunrise and Southern Sunrise Water Companies.
I
I

"Main Extension Agreement" means any agreement whereby an Applicant, Developer and/or
Builder agrees to advance the costs of the installation of water facilities necessary to the
Company to serve new service connections within a development, or installs such water facilities
necessary to serve new service connections and transfers ownership of such water facilities to the
Company, which agreement shall require the approval of the Commission pursuant to A.A.C. R-
14-2-406, and shall have the same meaning as "Water Facilities Agreement" or "Line Extension
Agreement."

"Off-site Facilities" means wells, storage tanks and related appurtenances necessary for proper
operation, including engineering and design costs. Offsite facilities may also include booster
pumps, pressure tanks, transmission mains and related appurtenances necessary for proper
operation if these facilities are not for the exclusive use of the applicant and will benefit the
entire water system.

"Service Connection" means and includes all service connections for single~family residential,
commercial, industrial or other uses, regardless of meter size.



OFF-SITE WATER HOOK-UP FEE TABLE

METER SIZE

3/4"

SIZE FACTOR
I
!TOTAL FEE

1 I$1,600
1.5 $2,400

|
l 2.5 $4,000

1-1/2" 5
|
I$8,000

$12,800 |

$25,600
$40,000
$80,000

3 " 16

25

6" or larger 50

I_11IIII | I ill l ll
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111. Water Hook-up Fee

For each new service connection, the Company shall collect a Hook-Up Fee derived as follows:

I v . Terms and Conditions

(A) Assessment of One Time Off-Site Hook-up Fee: The off-site hook-up fee may be
assessed only once per parcel, service connection, or lot within a subdivision (similar to meter
and service line installation charge), or commercial/industrial property although a supplemental
assessment may apply to conform to the above table if the intended use of a parcel/property is
subsequently altered from that originally intended when the first assessment was paid.

(B) Use of Off¢Site Hook-up Fee: Off-site hook-up fees may only be used to pay for capital
items of off-site facilities, or for repayment of loans obtained to fund the cost of installation of
off-site facilities. Off-site hook-up fees shall not be used to cover repairs, maintenance, or
operational costs. The Company shall not record amounts collected under this tariff as CIAC
until such amounts have boon expended for plant.

(C) Time of Payment:

1) For those requiring a Main Extension Agreement: In the event that the person or entity
that will be constructing improvements ("Applicant", "Developer" or "Builder") is
otherwise required to enter into a Main Extension Agreement, whereby the Applicant,
Developer or Builder agrees to advance the costs of installing mains, valves, fittings,
hydrants and other on-site improvements in order to extend service in accordance with R-
l4-2-406(B), payment of the Hook-Up Fees required hereunder shall be made by the
Applicant, Developer or Builder no later than within 15 calendar days after receipt of
notification from the Company that the Utilities Division of the Arizona Corporation
Commission has approved the Main Extension Agreement in accordance with R-l4-2-
406<1vI).
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2) For those connecting to an existing main: In the event that the Applicant, Developer or
Builder for service is not required to enter into a Main Extension Agreement, the Hook-
Up Fee charges hereunder shall be due and payable at the time the meter and service line
installation fee is due and payable.

(D) Off-Site Facilities Construction By Developer: Company and Applicant, Developer, or
Builder may agree to construction of off-site facilities necessary to serve a particular
development by Applicant, Developer or Builder, which facilities are then conveyed to
Company. In that event, Company shall credit the total cost of such off-site facilities as an offset
to off-site hook-up fees due under this Tariff. If the total cost of the off-site facilities constructed
by Applicant, Developer or Builder and conveyed to Company is less than the applicable off-site
hook-up fees under this Tariff, Applicant, Developer or Builder shall pay the remaining amount
of off-site hook-up fees owed hereunder. If the total cost of the off-site facilities contributed by
Applicant, Developer or Builder and conveyed to Company is more than the applicable off-site
hook-up fees under this Tariff, Applicant, Developer or Builder shall be refunded the difference
upon acceptance of the off-site facilities by the Company.

(E) Failure to Pav Charges; Delinquent Pavements: The Company will not be obligated to
make an advance commitment to provide or actually provide water service to any Developer,
Builder or other applicant for service in the event that the Developer, Builder or other applicant
for service has not paid in full all charges hereunder. Under no circumstances will the Company
set a meter or otherwise allow service to be established if the entire amount of any payment due
hereunder has not been paid.

(F) Large Subdivision Projects: In the event that the Applicant, Developer or Builder is
engaged in the development of a residential subdivision containing more than 150 lots, the
Company may, in its discretion, agree to payment of off-site hook-up fees in installments. Such
installments may b'e based on the residential subdivision development's phasing, and should
attempt to equitably apportion the payment of charges hereunder based on the Applicant's,
Developer's or Builder's construction schedule and water service requirements.

(G) Off-Site Hook-Up Fees Non-refundable: The amounts collected by the Company as
Hook-Up Fees pursuant to the off-site hook-up fee tariff shall be non-refundable contributions in
aid of construction.

(H) Use of Off-Site Hook-Up Fees Received: All funds collected by the Company as off-site
hook-up fees shall be deposited into a separate unaffiliated third-party interest bearing bank trust
account and used solely for the purposes of paying for the costs of installation of off-site
facilities, including repayment of loans obtained for the installation of off-site facilities that will
benefit the entire water system.

(I) Off-Site Hook-up Fee in Addition to On-site Facilities: The off-site hook-up fee shall be
in addition to any costs associated with the construction of on-site facilities under a Main
Extension Agreement.
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(J) Disposition of Excess Funds: After all necessary and desirable off-site facilities are
constructed utilizing funds collected pursuant to the off-site hook-up fees, or if the off-site hook-
up fee has been tenninated by order of the Arizona Corporation Commission, any funds
remaining in the trust unaffiliated third-party interest bearing bank account shall be refunded.
The manner of the refund shall be determined by the Commission at the time a refund becomes
necessary.

(K) Fire Flow Requirements: In the event the applicant for service has fire flow requirements
that require additional facilities beyond those facilities whose costs were included in the off-site
hook-up fee, and which are contemplated to be constructed using the proceeds of the off-site
hook-up Fee, the Company may require the applicant to install such additional facilities as are
required to meet those additional fire flow requirements, as a non-refundable contribution, in
addition to the off-site hook-up fee.

x

2?

f
», ./

x
\

(L) Status Reporting Requirements to the Commission: The Company shall submit a calendar
year Off-Site Hook-Up Fee status.report each January to Docket Control for the prior twelve (12)
month period, beginning January 201 1, until the hook-up fee tariff is no longer in effect. This
status report shall contain a list of all customers that have paid the hook-up fee tariff, the amount
each has paid, the physical property in respect of which such fee was paid, the amount of money
spent from the account, the amount of interest earned on the funds within the tariff account, and
an itemization of all facilities that have been installed using the tariff funds during the 12 month
period.

.I

¢
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Globai Water Management, LLC (Global Management)

Global Management provides growth-related services to the Global Utilities, such as

engineering of new facilities, system planning, construction management, inspection of

new facilities, and regional and prob act permitting. Many of these functions are normally

outsourced by many other utility companies. Global Management also provides regional

planning and it is responsible for. maximizing use of recycled water. It is funded through

fees for its growth services to the Global Utilities, Giobal Management shareholders and

8 third party services .

9

10

11

12

Global Water, Inc (GWD

GWI provides the operational and administrative staff for the day-to-day activities of the

Global Utilities. GWI is responsible for the support of the Global Utilities and is funded

13 through utility revenues.
I

14

15 Q-

A.

Can y<>u explain bow this relates to Global Water's eo5t allocation?

16

17

18

19

The costs of long~terrn strategic planning are accounted for at Global Parent. These are

the costs associated with the majority of the Global executives, the economic evaluation

of capital expenditures, utility acquisitions, marketing (Global Parent works to

extensively advertise the importance of water conservation), lobbying, etc, Nolte of

these costs are allocated ro utilities.20

21

22
2

23

24

The costs of growth services are accounted for at Global Management. These are the

costs associated with new-build engineering, system planning, construction management,

initial construction inspections, and permitting. These costs are not required to meet the

25

26

27

1 84% of executive compensation is paid for by Global Parent shareholders .
2 Since Global Management is where growth-oriented employees and costs are allocated, it is the
entity that has been subject to some downsizing as growth has slowed. Due to these growth-
oriented costs being accounted for at Global Management the operations of the regulated
subsidiaries (utilities) have been relatively unaffected by the downturn in the economy.

3

A
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3

day to day activities of utilities, but rather are us ed to meet requirements due to expansion

and growth. These costs should be allocated under NARUC standards to the capital

prob acts they support.

4

5

6

7

The costs of day-to-day activities are placed in Global Water, Inc ("GWI"). These are

costs such as utility operations, billing, customer service, etc. All Arizona utilities will be

subsidiaries of GWI. These costs are necessary for the day to day activities of utilities

8

9

regulated by the Commission, as they are necessary to serve customers regardless of

growth. Under the Global Water approach, these services are consolidated ,-- which saves

10

11

ratepayers money by providing economies of scale. These costs are allocated in

accordance with the methodology described in further detail below.

12

13

14

15

16

All costs are directly classified to the appropriate entity described above (Global Parent,

Global Management or GWI), and the costs at GWI are further directly allocated to the

utilities to the maximum extent practicable. Ultimately, the allocation methodology

involves several steps and is described in detail below.

17

18 Q- Please explain Global Water's regions"

19 A.

20

21 9

22

23

24

From an accounting perspective, we have established 5 regions based on the practical

realities of how the Global Utilities operate:

The West Valley Region includes Water Utility of Greater Tonopah,

Valencia Water Company . - - Town Division, Valencia Water Company --

Greater Buckeye Division and Water Utility of Northern Scottsdale.

These utilities are all served by operators working out of our West Valley

25

26 e

Regional office in Buckeye.

The Maricopa-Casa Grande Region includes Global Water - Santa Cruz

27 Water Company, Global Water .-- Palo Verde Utilities Company, CP Water

4
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EXECUTIVE SUMMARY

BELLA VISTA WATER COMPANY, DOCKET NO. W-02465A-09-0411
NORTHERN SUNRISE WATER COMPANY, DOCKET NO. W-20453A-09-0412
SOUTHERN SUNRISE WATER COMPANY, DOCKET no. W-20454A-09-0413

BELLA VISTA WATER co., INC., NORTHERN SUNRISE WATER COMPANY INC.,
AND SOUTHERN SUNRISE WATER COMPANY, DOCKET nos.

W-02465A-09-0414, W-20453A-09-0414 AND W-2.454A-09-0414

Bella Vista Water Company, Inc. ("Bella Vista"), Northern Sunrise Water Company, Inc.
("Northern Sunrise"), Southern Sunrise Water Company, Inc. ("Southern Sunrise"), collectively
"Algonquin Companies," are certificated Arizona public service corporations that provided water
service during 2009 in Cochise County, Arizona. The average number of customers per
company during the test year was as follows: 7,500 for Bella Vista, 349 for Northern Sunrise,
and 789 for Southern Sunrise.

On August 31, 2009> the Algonquin Companies filed applications for permanent rate
increases, with a test year ending March 31, 2009. Bella Vista states that ,it experienced a
$94,521 test year operating income resulting in a 1.49 percent rate of return. Northern Sunrise
states that it incurred an $81,316 test year operating loss resulting in no rate of return. Southern
Sunrise states that it experienced a 86,042 test year operating income resulting in a 0.39 percent
rate of return, The Algonquin Companies propose to use OCRB as its Fair Value Rate Base.

Bella Vista

Bella Vista proposed a $958,70l, or 27.19 percent revenue increase from $3,526,033 to
584,48-4,734. The proposed revenue increase would produce an operating income of $683,175 for
a 10.77 percent rate of return on an original cost rate base ("OCRB") of 86,343,311. Staff
recommends a $157,928 or 4.48 percent revenue decrease from $3,526,033 to $3,368,105
Staffs recommended revenue decrease would produce an operating income of $326,859 for an
8.60 percent rate of return on an OCRB of $3,800,682

Northern Sunrise

Northern Sunrise proposed a $256,044, or 133.38 percent revenue increase from
$191,966 to $448,01 l. The proposed revenue increase would produce an operating income of
$95>060 for a 12.80 percent rate of return on an OCRB of $742,657. Staff recommends a
$128,232 or 66.80 percent revenue increase from $191,966 to $320,198. Staffs recommended
revenue increase would produce an operating income of $39,335 for an 8.60 percent rate of
return on an OCRB of $457,384.

So uthern Sunrise

Southern Sunrise proposed a $309,081 or 69.59 percent, revenue increase from $444,136
to $753,222. The proposed revenue increase would produce an operating income of $197,688
for a 12.80 percent rate of return on an OCRB of $1,544,434 Staff recommends a $40,604 or

4
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9. 14 percent revenue increase from $444,136 to 484,'740. Staffs recommended revenue increase
would produce an operating income of $62,534 for an 8.60 percent rate of return on an OCRB of
$727,139.

Staffs typical bill analysis information and recommendations concerning the Companies'
proposed consolidation will be filed with Staff" s Rate Design Testimony.

a
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l

l INTRODUCTION

2 Q-

3 A.

4

5

Please state your name, occupation, and business address.

My name is Crystal S. Brown. I am a Public Utilities Analyst V employed by the Arizona

Corporation Commission ("ACC" or "Commission") in the Utilities Division ("StafF').

My business address is 1200 West Washington Street, Phoenix, Arizona 85007.

6

7 Q-

8 A.

Briefly describe your responsibilities as a Public Utilities Analyst V.

I am responsible for the examination and verif ication of f inancial and statistical

9

10

information included in utility rate applications. In addition, I develop revenue

requirements, prepare written reports, testimonies, and schedules that include Staff

11 recommendations to the Commission. I am also responsible for testifying at formal

12 hearings on these matters.

13

14 Q. Please describe your educational background and professional experience.

15 A.

16

I received a Bachelor of Science Degree in Business Administration from the University

of Arizona and a Bachelor of Science Degree in Accounting from Arizona State

17 University.

18

19

20

21

22

23

24

Since joining the Commission in August 1996, I have participated in numerous rate cases

and other regulatory proceedings involving electric, gas, water, and wastewater utilities. I

have testified on matters involving regulatory accounting and auditing. Additionally, I

have attended utility-related seminars sponsored by the National Association of

Regulatory Utility Commissioners ("NARUC") on ratemaking and accounting designed to

provide continuing and updated education in these areas.
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1 Q- What is the scope of your testimony in this case?

2 A.

3

4

5

6

7

8

I am presenting Staffs analysis and recommendations in the areas of rate base and

operating revenues, expenses,and rate design regarding the Bella Vista Water Company,

Inc. ("Bella Vista"), Northern Sunrise Water Company, Inc. ("Northern Sunrise"), and

Southern Sunrise Water Company, Inc. ("Southern Sunrise") (collectively "Algonquin

Companies" or "Companies") applications for permanent rate increases. Staff witness

Pedro Craves is presenting Staffs cost of capital recommendations. Staff witness Marlin

Scott, Jr. is presenting Staffs engineering analysis and recommendations.

9
1
I

10 Q. What is the basis of your recommendations"

11 A.

12 whether sufficient, relevant,

13

14

15

16

I performed a regulatory audit of the Algonquin Companies' applications to determine

and reliable evidence exists to support the Companies'

requested rate increases. The regulatory audit consisted of examining and testing the

financial information, accounting records, and other supporting documentation and

verifying that the accounting principles applied were in accordance with the Commission-

adopted NARUC Uniform System of Accounts ("USOA").

17

18 BACKGROUND

19 Q. Please review the background of these applications.

20 A.

21

The Algonquin Companies are certificated Arizona public service corporations that

provided water service to customers in Cochise County, Arizona.

22

23

24

25

26

The Algonquin Companies are owned Algonquin Water Resources of America, Inc.

("AWRA"), now known as Liberty Water, Inc. AWRA is an indirect wholly owned

subsidiary of Algonquin Power Income Fund ("APIF") which is publicly traded on the

Toronto Stock Exchange. In October 2009, APIF converted to a corporation, Algonquin
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i

l

2

3

Power & Utilities Corp. ("APUC"). APUC is publically traded on the Toronto Stock

Exchange. The Algonquin Companies have no employees and are managed and operated

by Algonquin Water Services alba Liberty Water during the test year.

4

5 Bella Vista's current rates were authorized in Decision No. 65350, dated November 1,

6 2002. That Decision authorized a $237,837 revenue increase that provided an 8.08

7 percent rate of return on a $7,482,520 fair value rate base.

8

9 Northern Sunrise's current rates were authorized in Decision No.»62886, dated June 29,

10 2006. That Decision authorized Northern Sunrise's original Certificate of Convenience

11 and Necessity.

12

13 Southern Surmise's current rates were authorized in Decision No. 62886, dated June 29,

14 2006. That Decision authorized Southern Sunrise's original Certificate of Convenience

15 and Necessity.

16

17 Q. What are the primary reasons for the Algonquin Companies' requested permanent

rate increase?18

19 A.

20

21

22

23

According to the Algonquin Companies, the primary reasons are to recover increased

operating expenses and/or to earn its authorized rate of return on its rate base. Further, the

Commission required that rate cases be filed for Northern Sunrise and Southern Sunrise

using a December 31, 2008, test year. The test year was later extended to March 31, 2009

by Decision No. 70985.

24
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1 CONSUMER SERVICE

2 Q-

3

Please provide a brief history of customer complaints received by the Commission

regarding the Algonquin Companies.

4 A. A brief history of customer complaints received by the Commission for each of the

5 Algonquin Companies follows :

6

7 Bella Vista

8 Staff reviewed the Commission's Consumer Services records for the period of January 1,

9 2007, through March 16, 2010, and found;
J
I

10

11 2007

12

Five complaints: Two quality of service-response time, one deposit refunds, one

new service-other, one constructions-schedule. No opinions.

13

14 2008 .- Seven complaints: one billing-high/low, two billing-other, one service refusal, one

15 new service-main line extensions, one disconnect/termination-non pay, one

16 rates/tariff-interpretation of. No opinions.

17

18

19

2009 -- Three complaints: two billing-disputed, one quality of service-cannot reach

company. No opinions.

20

21

22

2010 - Two complaints: one quality of service/cannot reach company, one billing dispute.

Nine opinions have been filed in 2010 opposing the cement proposed rate

23 increase.

24

25 All complaints prior to 2010 have been resolved and closed.

26
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1 Northern Sunrise

2 Staff reviewed the Commissiori's Consumer Services records for the period of January 1,

3 2007, through March 26, 2010, and found:

4

5 2007 Eight complaints: one billing, two new service, one service, four quality of

6

7 2008

service. No opinions.

Eleven complaints: five billing, one new service, one service, one quality of

8 service, one rates / tariffs, two other. No opinions.

9
g
I

10

11

2009 -- Two complaints: one billing, one quality of service. Four opinions: four opposed

to the rate case item.

12

13 2010 - No complaints. One opinion: one opposed to the rate case item.

14

15 All complaints have been resolved and closed.

16

17 Southern Sunrise

18 Staff reviewed the Commission's Consumer Services records for the period of January l,

19 2007, through March 26, 2010, and found:

20

21

22

2007 .... Six complaints: one billing, one new service, one service, three quality of service.

No opinions.

23

24 2008 -- Three complaints: one deposit, one quality of service, one other. No opinions.

25

26 2009 .- Three complaints: two billing, one quality of service. No opinions,
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1 2010 - One complaint: one quality of service. Two opinions: two opposed to the rate

2 case item.

3

4 All complaints have been resolved and closed.

5

6 COMPLIANCE

7 Q. Please provide a summary of the compliance status of the Algonquin Companies.

8 A.

9

A check of the Compliance Database indicates that there are currently no delinquencies

for the Algonquin Companies. s
I

10

11 SUMMARY OF PROPOSED REVENUES

12 Q. Please summarize the Algonquin C0mpanies' filings.

13 A.

14

15

The Algonquin Companies propose, in aggregate, $5,685,967 of total annual operating

revenue. This represents an increase of $l,523,832, or 36.61 percent, over test year

revenue of $4,162,135 The amounts for each Company are shown below.

16

Company Proposed
Algonquin
Companies

Proposed Revenue
$4,484,734
$448,01 1
$753,222

$5,685,967

s Increase
$958,701
$256,044
$309,085

$1,523,830

% Increase
27.19%
133.38%
69.59%
36.61%

Bella Vista
Norther Sunrise
Souther Sunrise

Total / Overall

Test Year
Per Algonquin

Companies
$3,526,033
$191 ,966
$444,136

$4, 162, 135
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1 Q. Please summarize Staff's recommended revenue.

2 A.

3

Staff recommends a revenue requirement of $4,173,043 in aggregate. This represents an

increase of $10,908, or 0.26 percent. The amounts for each system are shown below.

4

Staff Recommended

Bella Vista
Northern Sunrise
Souther Sunrise

Total / Overall

Test Year
Per Staff

$3,526,033
$191 ,966
$444,136

$4, 162,I35

Staff
Recommended

$3 ,368, 105
$320,198
$484,740

$4,173,043

$ Increase

($157,928)
$128,232
$40,604

$10,908

% Increase
-4.48%
66.80%
9. 14%

0.26%

5

6

7

The above proposed and recommended revenue increases would apply to the customers of

each of the Algonquin Companies as discussed below:

8

9 Bella Vista

10

11

12

13

14

15

16

Bella Vista proposed a $958,701> or 27.19 percent revenue increase from $3,526,033 to

$4,484>734 The proposed revenue increase would produce an operating income of

$683,175 for a 10.77 percent rate of return on an original cost rate base ("OCRB") of

$6,343,311. Staff recommends a $157,928 or 4.48 percent revenue decrease from

33,526,033 to $3,368,105 Staffs recommended revenue decrease would produce an

operating income of $326,859 for an 8.60 percent rate of return on an OCRB of

$3>800,682

17

18 Northern Sunrise

19

20

21

22

Northern Sunrise proposed a $256,044, or 133.38 percent revenue increase from $191,966

to $448,01 l. The proposed revenue increase would produce an operating income of

$95,060 for a 12.80 percent rate of return on an OCRB of $742,657. Staff recommends a

$128,232 or 66.80 percent revenue increase from $191,966 to $320,198. Staff S
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l

2

recommended revenue increase would. produce an operating income of $39,335 for an

8.60 percent rate of return on an OCRB of $457,384.

3

4 Southern Sunrise

5

6

7

8

9

10

Southern Sunrise proposed a $309,085. or 69.59 percent, revenue increase from $444,136

to $753,222. The proposed revenue increase would produce an operating income of

$197,688 for a 12.80 percent rate of return on an OCRB Of $1,544,434. Staff recommends

a $40,604 or 9.14 percent revenue increase from $444,136 to 484,740. Staffs

recommended revenue increase would produce an operating income of $62,534 for an

8.60 percent rate of return on an OCRB of $727,139.

11

12 Q- What test year did the Algonquin Companies use in this filing?

13 A.

14

The Algonquin Companies' rate filings are based on the twelve months ended March 3 l,

2009 ("test year").

15

16 Q.

17

Please summarize the rate base and operating income recommendations and

adjustments addressed in your testimony for the Algonquin Companies.

18 A. My testimony addresses the fellowing issues:

19

20

21

22

Post-Test Year Plant and Retirement -- This adjustment is made for Bella Vista only and

reflects updated cost information for the post-test year plant and its related retirement.

The net adj ustrnent increased plant in service by $2,954.

23

24

25

26

Inadequately Supported Plant Costs -- This adjustment is made for all the Algonquin

Companies to remove recorded plant costs that were not supported by invoices or other

types of source documentation. The adjustments decrease plant in service as follows:
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1 $104,983 for Bella Vista, $23,454 for Northern Sunrise, and $44,673 for Southern

Sunrise.2

3

4

5

Plant Retirements -. This adjustment is made only to the rate base of Bella Vista and

decreases plant in service by $2,553,834

6

7

8

9

Regulatory Asset .-- This adjustment is made only to the rate bases of Northern Sunrise and

Southern Sunrise. The adjustments decrease plant in service as follows: $64,621 for

Northern Sunrise, and $235,381 for Southern Sunrise. 9
I

10

11

12

13

14

Accumulated Depreciation - This adjustment is made for all the Algonquin Companies to

reflect Staffs calculation of accumulated depreciation based on Staffs adjustments to

plant. The adjustments decrease accumulated depreciation as follows: $3,224,427 for

Bella Vista, $11,624 for Northern Sunrise, and $40,856 for Southern Sunrise.

15

16

17

18

Customer Deposits - This adjustment is made for all the Algonquin Companies to reflect

the test year-end customer deposits balance. The adjustments decrease rate base as

follows: $175,850 for Bella Vista, $7,972 for Northern Sunrise, and $22,298 for Southern

19 Sunrise.

20

21 Accumulated Deferred Income Taxes ("ADITs")

22

This adjustment is made for all the

Algonquin Companies to reflect Staff' s calculation of the ADIT balance. The adjustments

23

24

decrease rate base as follows: $2,938,625 for Bella Vista, $200,850 for Northern Sunrise,

and $555,800 for Southern Sunrise.

25
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1

2

3

4

Corporate Expense Allocation ... This adjustment is made for all the Algonquin Companies

and decreases operating expenses to remove costs incurred related to the unregulated

affiliate's business operations as follows: $123,982 for Bella Vista, $2,129 for Northern

Sunrise, and $10,258 for Southern Sunrise.

5

6

7

8

9

Outside Services, Other - This adjustment is made for all the Algonquin Companies and

adjusts operating expenses to mitigate the effect of not using a competitive bidding

process as follows: $47,644 decrease for Bella Vista, $21,332 decrease for Northern

Sunrise, and $21,043 increase for Southern Sunrise. 1
I

10

11

12

13

14

Affiliate Increase - This adjustment is made for all the Algonquin Companies and

decreases operating expenses to remove additional affiliate costs not incurred during the

test year. The adjustments to operating expenses are as follows: $29,388 for Bella Vista,

$2,313 for Northern Sunrise, and $4,337 for Southern Sunrise.

15

16

17

Transportation Expense - This adjustment is made only to the income statement of Bella

Vista and decreases expenses by $11,497 to reflect transportation expense at a normalized

18 level .

19

20 Rate Case Expense

21

22

This adjustment is made for all the Algonquin Companies and

decreases operating expenses to reflect a reasonable level of rate case expense based upon

Staffs analysis. The adjustments are as follows: $55,272 for Bella Vista, $16,582 for

23 Northern Sunrise, and $27,636 for Southern Sunrise.

24

25

26

Meals, Entertainment and Contributions - This adjustment is made for all the Algonquin

Companies and decreases operating expenses to remove expenses that are not needed for
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l

1

2

the provision of service as follows: $5,681 for Bella Vista, $610 for Northern Sunrise,

and $773 for Southern Sunrise.

3

1

4

5

6

7

Depreciation Expense .- This adjustment is made for all the Algonquin Companies to

reflect Staff's calculation of depreciation expense based upon Staffs recommended plant

balances. The adjustments are as follows; $268,656 for Bella Vista, $8,814 for Northern

Sunrise, and $23>612 for Southern Sunrise.

8

9

10

11

12

Property Tax Expense - This adjustment is made for all the Algonquin Companies and

decreases operating expenses to reflect Staffs calculation of the property tax expense.

The adjustments are as follows: $13,735 for Bella Vista, $4,104 for Northern Sunrise, and

$6,536 for Southern Sunrise.

13

14 Income Tax Expense

15

16

This adjustment is made for all the Algonquin Companies and

increases operating expenses to reflect the income tax obligation on Staffs adjusted test

year taxable income. $227,880 for Bella Vista, 812,734 for

17

The adjustments are:

NoNhern Sunrise, and $20>172 for Southern Sunrise.

18

19 RATE BASE

20 Fair Value Rate Base

21 Q-

22

Did the Algonquin Companies prepare schedules showing the e lements o f

Reconstruction Cost New Rate Base?

23 A.

24

No, the Algonquin Companies did not. The Algonquin Companies requested that their

OCRBs be treated as their fair value rate bases.

25
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l Rate Base Summary

2 Q.

3

Please summarize Staffs adjustments to the Algonquin Companies' rate bases

shown on Schedules CSB-3 and CSB-4 of their respective schedules.

4 A. A summary of the Algonquin Companies' proposed and Staffs recommended rate bases

5 follows :

6

Bella Vista
Northern Sunrise
Southern Sunrise

Total

Per Company
$6,343,31 l
$742,657

$1,544,434
$8,630,402

TEST YEAR RATE BASE
Difference

(82,542,629)
($285,273)
($817,295)

($3,645,197)

Per Staff
$3,800,682
$457,384
$727,139

$4,985,205

7

8 Rate Base As_7ustment -. Post-Test Year Plant and Retirement (Bella Vista)

9 Q- What amount of post-test year plant and related retirement is Bella Vista proposing

to include in rate base?10

11 A.

12

Bella Vista is proposing to include $110,057 for post-test year plant and to remove

$12,000 for its related retirement, for a net post-test year plant addition of $98,057.

13

14 Q. What is the post-test year plant"

15 A.

16

17

18

The post-test year plant is a main relocation project. According to Bella Vista (CSB 1-9),

the water main was relocated at three separate locations to accommodate new storm

culverts as part of a road widening and bike path construction project by the City of Sierra

Vista. The new main was the same size as the old main. Further, the old main was

19 installed approximately 15 years prior to the road construction.
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1 Q. Does Staff agree that it is appropriate to include the main relocation as post-test year

2 plant?

3 A.

4

5

6

7

Yes, in this case. The cost of the plant is known and measurable, in service, and the

related retirement has been reflected. Moreover, the new main is the same size as the old

main, therefore, it was not constructed for growth and is revenue neutral. Also, the City of

Sierra Vista's road construction, which was beyond the control of Bella Vista, brought

about the need to relocate the main. '

8

9 Q- Did the Company provide updated cost information regarding the main relocation"

10 A.

11

12

Yes. In response to a data request from Staffs witness, Marlin Scott, Jr. (MSJ 52), Bella

Vista indicated that the cost of the post test year plant is $104,507 and its related

retirement is $3,496 for a net post~test year addition of $101 ,Ol l .

13

14 Q- What is Staff's recommendation?

15 A.

l 6

Staff recommends increasing plant in service for Bella Vista by $2,954 as shown on

Schedules CSB-4 and CSB-5 .

17

18 Rate Base Apousrment -- Inadequately Supported Plant (All Algonquin Companies)

19 Q. Is it a requirement that plant costs be supported?

20 A.

21

Yes. The Arizona Administrative Code R14-2-610 D.l states, "Each utility shall keep

. and all

22

general and auxiliary accounting records reflecting the cost of its properties . .

other accounting and statistical data necessary to ,give complete and authentic information

23 as to its properties . . . 75 (Emphasis added).

24
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l Q- During the audit, did Staff identify plant costs which Bella Vista could not

2

3 A.

4

5

adequately support?

Yes. Bella Vista did not provide invoices to support $81,236 in pump additions and

$23,747 in services additions. Source documents are essential records for verifying plant

costs. in the absence of supporting documentation, the Company's plant balances cannot

6 be verified.

7

8 Q. Did Staff have any concerns regarding the Northern Sunrise and Southern Sunrise

9 s

I

10 A.

11

12

13

14

plant costs "

Yes. Northern Sunrise and Southern Sunrise did not adequately support $23,454 and

$44,673, respectively for allowance for funds used during construction ("AFUDC") that

were included in plant. The documentation provided by Northern Sunrise and Southern

Sunrise showed that the construction work in progress balances on which the AFUDC was

calculated were not the same plant balances to which the AFUDC costs were included.

15

16 Q. Did Staff request additional information regarding the AFUDC?

17 A. Yes. Staff sent a data request on February 26, 2010. On March 17, 2010, Southern

18 Sunrise stated that "portions of the project additions were mistakenly added to the wrong

19 schedules

20

21 Q. Should the inadequately supported plant costs be removed from rate base?

22 A.

23

Yes. It is the Company's responsibility to support its claimed costs. If unsupported costs

are not removed, ratepayers are at risk of paying for non-existent or overstated costs.



INADEQUATELY SUPPORTED PLANT

Reference : Plant In Service
Per Company

Staffs
Adjustment

Plant In Service
Per Staff

Bella Vista Schedules CSB-4 & CSB-6 $25,625,205 ($104,983) 825,520,222

Norther Sunrise Schedules CSB-4 & CSB-6 $815,886 ($23,454)
Y

$792,432

Southern Sunrise Schedules CSB-4 & CSB-6 $1,724,610
»

($44,673) $1,679,937
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1 Q- What is Staff's recommendation?
I

2 A.

3

Staff recommends decreasing plant in service as shown on Schedules CSB-4 and CSB-5

for each of the Algonquin Companies as follows:

4

i-

5

6 Rate Base Adjustment' .- Plant Retirements (Bella Vista)

7 Q. What does the NARUC USOA state regarding plant accounts when a plant item is

8 retired?

9 A.

10

Accounting Instruction No. 27, Paragraph 13(2), of the NARUC USOA states, "When a

retirement unit is retired from utility plant, with or without replacement, the book cost

11 thereof shall be credited to the utility plant account in which it is included . . 53
I

i
12

13 Q- Did Bella Vista retire plant from service?

14 A.

15

16

Yes. In response to CSB 1-7, Bella Vista indicated that it took plant out of service,

however, the response also indicated that it did not maintain a record or a separate break-

out for such plant.

17

18 Q. Did Bella Vista remove the related retirements from its plant in service records as

19 required by the NARUC USOA?

20 A. No, it did not, with the exception of the pro forma retirement related to the post-test year

21 plant.
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l Q.

2

What is the primary effect of the Company not removing retirements from plant in

service records?

A.

4

5

6

The primary effect in this case of not removing retirements from plant in service records is

that depreciation expense is overstated. Also, in some instances, the cost of a plant item is

not allocated equally over the plant's useful life. Additionally, the balances for plant and

accumulated depreciation are overstated.

7

8 Q-

9

Would you give an example of how the cost of a plant item was not allocated equally

over the plant's useful life?

10 A.

11

12

13

14

15

16

Yes. Schedule B-2, page 3.9, of Bella Vista's application shows a 2009 adjusted plant

addition in the amount of $29883 for Account No. 334, Meters. The schedule also shows

depreciation expense in the amount of $29,383 for Account No. 334, Meters. Since the

Commission-approved depreciation rate for the meters account is currently 10 percent, no

more than $2,938 should have been calculated for this plant addition ($29,383 x .10

$2,938). Calculating annual depreciation expense that equals the cost of the plant violates

the matching principle and the NARUC USOA.

17

18 Q. Is there any way for Staff to determine which plant has actually been removed from

19 service?

20 A.
- l

21

No, since Bella Vista did not keep records, it would have to conduct a physical inventory

of all plant in service.

22

23 Q-

24

As an alternative, did Staff apply a methodology to identify certain plant that should

be treated as retired?

25 A.

26

Yes, Staff identified all plant that was in service in 1998, that had a useful life of ten years

or less, and that had reached the end of that useful life, Le., had been fully depreciated.
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1

2

3

4

5

On average, Staff would expect that most, if not all, of the 1998 plant would no longer be

operational at the end of the ten years and thus, for ratemaking purposes, Staff treated the

plant as if it were retired and removed the original cost from both plant in service and

accumulated depreciation. Any plant additions after 1998, even if fully depreciated, were

assumed to be still in service. This methodology results in the minimum amount of plant

6 being treated as if retired.

7

8 Q. What is Staff's recommendation for Bella Vista?

9 A.

10

Staff recommends decreasing Bella Vista's plant in service by $2,553,834 as shown on

Schedules CSB-4 and CSB-7. A related adjustment is recommended for accumulated

11 depreciation, below.

12

13 Q- Is Staf f  making similar recommendations for Northern Sunrise and Southern

14 Sunrise?

15 A. No. Northern Sunrise and Southern Sunrise have no plant that was placed in service prior

16

17

to 2006 and no plant that is fully depreciated. Therefore, even though no plant items were

recorded as retired, Staff assumed that all plant remained in service during the test year.

18

19 Role Base Aayustment .- Regulatory Assets (Northern Sunrise and Southern Sunrise)

20 Q. Did the Commission authorize Northern Sunrise and Southern Sunrise to recover

21 certain acquisition costs?

22 A. Yes. Decision No. 68826,1 on page 35, beginning at line 1, states: "IT IS FURTHER

23 ORDERED that the transaction costs shall be limited to $300,000 and include the types of

24 costs discussed in Finding of Fact No. 47.79

25

1 Issued June 29, 2006,Docket No. W-20453A-06-0247 et al..
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1 Q. What were the types of costs discussed in Finding of Fact No. 47?

2 A. Finding of Fact No. 47 on page 10 of Decision No. 68826 states:

3

4

5

6

7

8

9

10

Northern and Southern have estimated acquisition costs of
approximately $300,000, broken down as follows: l) approximately
$100,000 for reorganization costs including participation in
bankruptcy proceedings, acquisition due diligence, interaction with
regulatory agencies, etc., 2) approximately $100,000 for
Commission related activities,and 3) approximately $100,000 for
transition costs such as support for interim operator, capitalized
labor costs, etc.

12
9
I

13 Q. What portion of the $300,000 was allocated to Northern Sunrise and Southern

Sunrise?14

15 A.

16

Finding of Fact No. 50 on page 11 shows that Staff allocated $64,619 to Northern Sunrise

and $235,381 to Southern Sunrise.

17

18 Q.

19

Did the Commission require that Northern Sunrise and Southern Sunrise provide

support for these amounts?

20 A. Yes. Finding of Fact No. 54 on page 12 at line 24 states:

21

22
23
24
25

In the next rate case, the Commission will need to consider whether
the costs attributed to the acquisition and included in the Regulatory
Asset Account were actually incurred in connection With this
acquisition ....

26

27 Q-

28

Did Staff request documentation to substantiate the cost of the Northern Sunrise and

Southern Sunrise acquisition?

29 A.

30

Yes. Staff requested the information for Northern Sunrise in data request CSB 3-5 on

December 16, 2009, and for Southern Sunrise in data request CSB 4.5 on December 17,
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1 2009. Staff also requested the information in data request CSB 10.3 on February 26,

2 2010.

3

4 Q. When did Northern Sunrise and Southern Sunrise provide documentation?

5 A. The Companies provided documentation on March 17, 2010.

6

7 Q~ Has Staff completed its review of the documentation"

8 A.

9

10

11

No, because of the timing of the receipt of documentation from the Companies, Staff did

not have sufficient time to review prior to the filing of its Direct,Testimony. Staff will

need to review the information provided and, in addition, may also need to send follow-up

data requests and may make additional adjustments as warranted.

12

13 Q. Should unverified costs be removed from plant in service?

14 A.

15

16

17

Yes, they should. If unsupported costs are not removed, ratepayers are at risk of paying

for non-existent or overstated costs. Therefore, Staff has removed the regulatory assets

pending completion of its audit. Once the audit is complete, Staff will make any changes

to its recommendation in Staffs Surrebuttal Testimony.

18

19 Q. What is Staff's recommendation?

20 A.

21

Staff recommends decreasing plant in service by $64,621 for Northern Sunrise and

$235,381 for Southern Sunrise as shown on Schedules CSB-4 and CSB-6.

22

23 Rate Base Aajuslment ..-.Accumulated Depreciation (All Algonquin Companies)

24 Bella Vista

25 Q- What amount of accumulated depreciation is Bella Vista proposing?

26 A. Bella Vista is proposing accumulated depreciation of $1 1,909,440.
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1 Q. What is Staf f 's primary concern with Bella Vista's calculation of  accumulated

2 depreciation?

3 A. Staffs main concern is that retirements are not removed from accumulated depreciation as

4 required by the NARUC USOA.

5

6 Q- What does the NARUC USOA state regarding the accumulated depreciation account

7 when a plant item is retired?

8 A. Accounting Instruction No. 27, Paragraph F, of the NARUC USOA states, "The book cost

9 less net salvage of depreciable utility plant retired shall be charged to account 108.1

10 Accumulated Depreciation of Utility Plant In Service.
77

11

12 Q- Did Bella Vista retire any plant from service?

13 A. Yes. In response to CSB 1-7, Bella Vista indicated that it took plant out of service,

14

15

however, the response also indicated that it did not maintain a record or a separate break-

out for such plant.

16

17 Q. Did Bella Vista remove the retirement from accumulated depreciation as required by

18 the NARUC USOA?

19 A.

20

No, it did not, with the exception of the pro forma retirement related to the post-test year

plant.

21

22 Q. Did Staff adjust accumulated depreciation?

23 A.

24

Yes, consistent with the discussion above regarding the Plant Retirements adjustment,

Staff identified all plant that was in service in 1998, that had a useful life of ten years or

25 less, and that had reached the end of that useful life, Le., had been fully depreciated. Staff



Detail of Staffs Adjustment to Bella Vista's Accumulated Depreciation

Post-Test Year Plant (3830)
Inadequately Supported Plant ($56,074)
Plant Retirements ($2,553>834)

Staffs Methodology ($614~489

Total ($3,224,427)
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1 then treated that plant as if it were retired and removed the original cost from both plant in

2 service and accumulated depreciation.

3

4 Q. Did Staff make any other adjustments to accumulated depreciation?

5 A.

6

7

8

9

10

11

Yes. In addition to adjusting for plant retirements, Staff also removed the accumulated

depreciation associated with Post-Test Year Plant and with plant disallowed for

inadequate documentation. Staff s adjustment to accumulated depreciation also reflects

application of Staff" s methodology for calculating depreciation to Staff' s recommended

plant balances. Staffs methodology allocates the cost equally over the plant's useful life

and does not calculate depreciation expense on fully depreciated plant. (See discussion

below regarding Depreciation Expense adjustment).

12

13 Q. Please summarize Staff's adjustments to Bella Vista's Accumulated Depreciation.

14 A. Staff decreased accumulated depreciation by $3,224,421 as shown below

15

16

17

18

19

20 Northern Sunrise and Southern Sunrise

21 Q- What amount of  accumulated depreciation are Northern Sunrise and Southern

22 Sunrise proposing?

23 A, Northern Sunrise and Southern Sunrise are proposing accumulated depreciation of

24 $42,738 and $105,733, respectively.



Detail of Staffs Adjustment to Accumulated Depreciation
Northern Sunrise Southern Sunrise

Inadequately Supported Plant $(1 1,624) $(40,856)

ACCUMULATED DEPRECIATION

Reference:
Accumulated
Depreciation
Per Company

Staff s
Adjustment

Accumulated
Depreciation

Per Staff

Bella Vista Schedules CSB-4 & CSB-8 $1 1,909,440 $(3,224,427) $8,685,013

Northern Sunrise Schedules CSB-4 & CSB-7 $42,738 $(1 1,624) $31,114

Southern Sunrise Schedules CSB-4 8; CSB-7 $105,733 $(40,856) $64,877

lllllllllu la
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1 Q- Did Staff adjust accumulated depreciation?

2 A.

3

4

5

Yes, Staff decreased accumulated depreciation by $11,624 and $40,856, respectively to

reflect Staffs calculation of accumulated depreciation based on Staffs adjustments to

plant in service. The detail of Staffs adjustments to Northern Sunrise and Southern

Sunrise's accumulated depreciation are:

6

7

8

9 Q. Please summarize Staff's recommendation for accumulated depreciation?

10 A. Staff recommends decreasing accumulated depreciation for each of the Algonquin

11 Companies as follows:

12

13

14 Rate Base Aayustrnent -- Customer Deposits (All Algonquin Companies)

15 Q- Are the Algonquin Companies proposing to include customer deposits in the rate

base calculation?16

17 A. No, they are not.

18

19 Q. Are customer deposits normally treated as a deduction from rate base"

20 A. Yes. Customer deposits are a deduction in the calculation of rate base.

21



CUSTOMER DEPOSITS

Reference: Customer Deposits
Per Company

Staffs
Adjustment

Customer Deposits
Per Staff

Bella Vista Schedules CSB-4 & CSB-9 $0 $175,850 $175,850

Northern Sunrise Schedules CSB-4 & CSB-8 $0 $7,972 $7,972

Southern Sunrise Schedules CSB-4 & CSB-8 $0 $22,298 $22,298
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1 Q. Why are customer deposits normally deducted from rate base?

2 A. Customer deposits are deducted from rate base in order to recognize capital provided by

3 non-investors .

4

5 Q- What were the Companies' customer deposit balances at the end of the test year?

6 A.

7

The Companies' customer deposits balances were $175,850 for Bella Vista, $7,972 for

Northern Sunrise, and $22,298 for Southern Sunrise.

8

9 Q. What is Staff's recommendation? 3
I

10 A. Staff recommends decreasing rate base as follows to reflect the test year-end customer

11 deposit balance:

12

13

14 Rate Base Adjustment - Accumulated Deferred Income Taxes (All Algonquin Companies)

15 Q- What are ADITs?

16 A.

17

18

19

20

Accumulated deferred income taxes ("ADIT") reflect the timing difference between when

income taxes are calculated for ratemaking purposes and the actual federal and state

income taxes paid by the Company ADITs are the accumulated computed tax differences

between income taxes calculated for book purposes and the actual income taxes that a

company pays to the United States Treasury and the State of Arizona. The primary cause

2 Decision No. 69164 at 5.
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1

2

3

4

5

of the income tax difference is the straight line depreciation method used for rate-making

purposes and accelerated depreciation method used for Federal and State income tax

reporting purposes. The Statement of Financial Accounting Standards ("SFAS") No. 109,

Accounting for income Taxes, requires companies to use deferred tax accounting to

recognize income tax timing differences

6

7 Q- What do the Companies propose for the ADIT component of rate base?

8 A.

9

10

The Companies propose to include the following: a net $230,850 ADIT debit (i.e., an asset

or addition to rate base) for Bella Vista, a net $4,144 ADIT, credit (i.e. a liability of

deduction to rate base) for Northern Sunrise, and a net $5l,588 ADIT credit for Southern

11 Sunrise.

12

13 Q- How does the Company calculate the ADIT debit?

14 A.

15

A simplified version of the Company's calculation for Bella Vista, shown on Schedule B-

Z, Page 5, is presented below:

16

Company's Filing

Tax Basis

Difference
(i.e., Deprec. Exp)
Col [B] .- Col [A]Book Basis

$ 25,625,205
$ (11,909,440)
S (496,445)
$ 13,219,320 $ 7,035,952 $

Plant In Service
Accumulated Depreciation
CIAC Net
Net Plant
Multiplied by Tax Rate
Estimated ADIT Credit S

(6,183,368)

38.60%
(2,386,71 1)

S (6,781,443) S 0 SUnrefunded AIAC
Multiplied by Tax Rate
Estimated ADIT Debit $

6,781,443

38.60%
2,617,561

Net ADIT Debit [$(2,386,7/1) + $2,617,561 = $230,850] s 230,850

17

; ld.



Direct Testimony of Crystal S. Brown
Docket No. W~02465A-09-0411, et al
Page 25

1 Q. Are Federal and State income tax returns necessary in order to audit the Company's

2 proposed ADIT?

3 A.

4

Yes. The Rate Case and Audit Manual prepared by the NARUC Staff Subcommittee on

Accounting and Finance states the following:

5

6

7

8

9

10

11

12

13

14

In looking at accumulated DIT, the auditor should look at the
Schedule M of the federal (and possibly state) tax return, to
determine the types of items that are dif ferent between the
IRS/State computed taxes and taxes computed for regulatory
purposes. One should then follow these through the records and
adjustments to determine that they have been properly reflected in
the accumulated DIT. One should look for large changes in the
accounts and determine why these significant changes occurred, and
whether they match other items reflected on the income statement.4

15

16 Q. Did Staff ask the Companies to provide the state and federal tax returns"

17 A. Yes, in data requests CSB 1-10 for Bella Vista, CSB 3-30 for Northern Sunrise, and CSB

4-30 for Southern Sunrise.18

19

20 Q- Did the Companies provide the tax returns"

21 A. Initially they did not. On April 12, 2010, the Companies by email provided certain tax

schedules.22

23

24 Q. Why did the Companies not provide the tax returns?

25 A. The Companies initially stated that they did not believe that the tax returns were relevant

26 and so declined to provide them.

4 Page 25 of the Rate Case and Audit Manual prepared by the NARUC Staff subcommittee on Accounting and
Finance (2003) (available at http://www.naruc.org/publications/ratecase__manualpdf).



ADIT

Reference: ADIT
Per Companv

Staff s
Adjustment

ADIT
Per Staff

Bella Vista Schedules CSB-4 & CSB-10 ($230,850> $2,938,625 $2,707,775

Northern Sunrise Schedules CSB-4 & CSB-9 $4,144 $200,850 $204,994

Southern Sunrise Schedules CSB-4 & CSB-9 $51,588 $555,800 $607,388
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1 Q. Can Staff perform a complete audit of the tax basis of the plant without the tax

2 returns?

3 A.

4

No, it cannot. Staff needs the information in order to trace the tax basis amounts into

inclusion in the federal and possibly the state tax returns.

5

6 Q- What is Staff's recommendation?

7 A.

8

9

10

11

Because of the timing of the receipt of the tax schedules from the Company, Staff did not

have enough time to review or audit this information prior to the filing of its Direct

Testimony. If necessary, Staff will provide revisions in its Surrebuttal Testimony. In the

interim, Staff recommends decreasing rate base as follows to reflect Staffs recommended

ADIT for each of the Algonquin Companies as follows :

12

13

14 FAIRNESS-RELATED ISSUE CONCERNING THE COMPANY'S NON-RECOGNITION

15 OF ADIT CUSTOMER-PRCVIDED CAPITAL

16 Q- Has Staff identified a cogent issue concerning the transaction that creates the ADIT

17 debit?

18 A. Yes.
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1 Q- What is the issue?

2 A.

3

4

Staff has found that the Companies' proposal to include the ADIT debit represents

recognition of only one side of the transaction that creates the ADIT debit. This one-sided

view financially favors the Companies to the financial detriment of its customers.

5

6

7

8

9

10

11

For example, Staffs analysis shows that, at the same time the customers are paying

approximately $341,735 in taxes to Bella Vista after the taxes are due and payable to the

IRS, the customers are paying approximately $854,463 in depreciation expense on

unrefunded Advances in Aid of Construction ("AIAC") plant to Bella Vista before Bella

Vista actually pays for the plant. The $512,728 difference (i.e., $854,463 - $34l,735) is

cost-free capital that Bella Vista can use until such time as it refunds the AIAC.

12

13

14

15

Nevertheless, Bella Vista ignores this customer-provided capital by not proposing

recognition of the capital in rate base. Ignoring the impact of customer-provided capital is

inequitable to customers because it results in higher rates.

16

17 Q. Please review Mr. Bourassa's explanation of how the ADIT debit is created.

18 A. In Previous testimony related to the creation of the ADIT, Mr. Bourassa states :

19

20
21
22
23
24
25
26
27
28

The book-tax timing difference exists because depreciation on
AIAC funded plant is recognized for book purposes, but not
recognized for tax purposes. In other words, for book purposes, a
lower taxable income is recognized because of the depreciation
expense on AIAC funded plant. But because the Company cannot
recognize a depreciation deduction for tax purposes, it pays higher
income taxes as a result. Thus, a deferred tax asset is created by
this book-tax timing difference. (Emphasis added).5

ul

5 Docket No. SW-02361A-08-0609, Black Mountain, BouxTassa Rejoinder testimony, page 9, beginning at line 5.



For Illustrative Purposes Only

Company's Filing

Ratemaking

Income Tax
Calculation

Difference

IRS

Income Tax

Calculation

Company Proposed Revenue $4,484,734 $0 $4,484,734

Less: Al l Expenses Except Depreciation
Expense and Income Taxes

-$2,432,145 $0 -$2,432,145

InvestorLess: Depreciation Expense on
Funded Plant ($l,009,435 - $284,820)

-$724,614 $0 -$724,614

Less: Depreciation Expense on AIAC Funded
Plant ($6,78l,443 x 4.2% Co. composite rate)

-$284,821 -$284,821 $0

Taxable Income $1,043,154 -$284,821 $1.327,975

Multiplied by Tax Rate 40% 40% 40%

Income Taxes Paid $417,262 -$113,928 $531,190

Income Tax Timing Difference (ADIT debit) -$113,928
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1 Q-

2

Does the revenue from the depreciation expense of the unrefunded AIAC flow

through to the Company's taxable income?

3 A.

4

Yes. Bella Vista receives approximately $284,821 in revenue ($6,781,443 unrefunded

AIAC x 4.2 percent composite depreciation rate) from unrefunded AIAC depreciation

5 expense. As indicated by Mr. Bourassa, Bella Vista cannot deduct the depreciation

6

7

expense on its IRS income tax return since it has no tax basis in the AIAC plant until it is

refunded. The $284,821 flows through to the Company's IRS taxable income's follows:

8 $284,821 revenue $284,821 in taxable

9

$0 unrefunded AIAC depreciation expense

income. The Company must pay income taxes on the $284,821 . x

10

11 Q.

12

Does the Company's payment of income taxes on the unrefunded AIAC depreciation

expense create the ADIT debit?

13 A.

14

15

Yes, as indicated by Mr. Bourassa's discussion, the book~tax timing difference creates the

ADIT debit. The following example shows how paying taxes on the unrefunded AIAC

depreciation expense creates the ADIT debit.

16



Total
Customer

Paid
Depreciation
n Expense

on
Unrefunded

AIAC

ADIT
Asset

Resulting

from
Unrefunde

d AIAC

Windfall
on

Unrefund
ed AIAC

2009 2010 2011
Columns
A+B+C

Columns
A+B+C

Columns
D - E
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1 Q-

2

3

Did Staff prepare an analysis that compares the amount of income taxes Bella Vista

pays to the amount of depreciation expense on unrefunded AIAC plant that

customers pay"

4 A.

5

6

7

8

9

10

Yes, the following analysis shows that over a three-year period, customers pay

approximately $341,735 in taxes to Bella Vista after the taxes are due and payable to the

IRS. Concurrently with these tax payments, customers also pay to Bella Vista

approximately $854,463 in depreciation expense on unrefunded AIAC plant before Bella

Vista actually pays for the plant. The difference of $512,728 (i.e., $854,463 - $341,735) is

the net impact of the two transactions on rate base and would result in a net reduction to

rate base if both elements were recognized. However, Bella Vista only recognizes one.

11
For Illustrative
Purposes Only [A] [B] [C] rD [E] [F]

Umefunded AIAC Balance
x Composite Dear Rate

S
6,781,44
3

$
6>781,44
3

s
6,781,44
3

Dear Exp on AIAC Plant
x Tax Rate
ADIT resulting from
AIAC Plant

$854,463

4.2% 4.2% 4.2%
$ $ $
284,821 284:821 284,821

40% 40% 40%
$ $ $
113,928 113,928 113,928 S34l,735

Difference - Windfall on Unrefunded AIAC $512,728



Test Year
Bella Vista

Northam
Sunrise

Southern
Sunrise

Sch CSB-1 1 Sch csB-10 Sch CSB-IG

Revenues $3,526,033 $191,966 $444,136

Expenses $3,103,536 $230,133 $406,157

Operating
Income $422,497 $(38,167) $37,979
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1 Q-

2

Please summarize why recognition of the ADIT debit in rate base is a one-sided view

that financially favors the Companies to the financial detriment of its customers?

3 A.

4

5

6

7

As shown from the analysis above, customers will provide approximately $512,728 in

cost-free capital to Bella Vista in the form of depreciation expense on plant that Bella

Vista has not yet paid for (i.e., unrefunded AIAC plant). The Company has ignored this

cost-free capital by not recognizing it in rate base. This non-recognition of the customer

provided cost free capital results in a windfall to Bella Vista and higher rates for the

8 customers.

9 x
I

10 OPERATING INCOME

11 Operating Income Summary

12

13

Q . W hat  a re t he resu l t s  o f  Sta f f ' s  ana l ys i s  o f  t es t  year  revenues ,  expenses  and opera t i ng

income for the Algonquin Companies?

14 A. Staffs analysis resulted in test year revenues, expenses, and operating income as follows:

15

16

17 Operating Income Acuustlnent .- Corporate Expense Allocation

18 Q , W h a t  i s  t h e  A l g o n q u i n  P o w er  I n c o m e F u n d  ( " F u n d "  o r  " A P I F " ) " 6

19

20

A. The Fund, the ultimate parent of the Algonquin Companies, is an unregulated company

whose primary business activity is the acquisition and ownership of generation and

' As noted above, APIF completed a conversion to the corporation, APUC. This conversion has not changed the
corporate expense allocation methodology.



2008

Types of Facilities No. of Facilities

1 Renewable Energy 42

2 Thermal Energy 11

3 Water and Wastewater L

Total Number of Facilities 70
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1

2

infrastructure companies through security investments. At year-end 2008, APIF owned

the following types of companies:

3

I
I

4

5 Q. Please describe the position of the Algonquin Companies within APIF's

6 organizational structure.

7 A.

8

9

10

11

According to the organizational chart provided in response to CSB 1-37, APIP owns

Algonquin Holdco, who in turn, owns Algonquin Power Fund Canada, who in turn, owns

Algonquin Power Income Fund, who in turn, owns Algonquin Power Fund America, who

in turn, owns Algonquin Water Resources of America, who in turn, owns the Algonquin

Companies.

12

13 Q.

14

Would you give an example of the amounts of affiliate charges billed to one of the

Algonquin Companies?

15 A.

16

17

18

Yes, for Bella Vista, who is the largest of the Algonquin Companies the affiliates billed as

follows: Algonquin Power Systems billed $293, Algonquin Power Trust billed $l37,054,

and Algonquin Water Services billed $994,921 for a total of $1,132,274 in billings from

affiliates (CSB 1-26).

19
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1 Q.

2

What is the primary goal of cost allocation between an unregulated affiliate and a

regulated affiliate?

3 A.

4

The primary goal is the fair distribution of costs between the unregulated and regulated

affiliate through proper allocations.

5

6 Q~ What effect do improperly allocated costs have on rate payers?

7 A. When costs incurred primarily for the benefit of an unregulated affiliate's business are

8 overhead/common costs,

9

10

improperly identified and allocated as then costs of the

unregulated affiliate are shifted to the captive customers of the regulated utility. This cost

shifting results in the captive customers of the regulated utility subsidizing the business

11

12

13

operations of the unregulated affiliate. This harms customers by creating artificially

higher rates. The costs of regulated utilities, such as the Algonquin Companies, should

only include the lesser of actual costs or those costs that would have been incurred on a

stand-alone basis.14

15

16 Q. What is the definition of "stand-alone basis"?

17 A. "Stand-alone basis" means reflecting the cost of services as if the regulated utility had

18 This helps to ensure that any subsidization of the

19

acquired the services by itself.

unregulated business by the captive utility customers is eliminated.

20

21 Q.

22

What is the amount of expense that was allocated from the APIF unregulated

business operations to Bella Vista during the test year?

23 A. Bella Vista was allocated 8127,114 during the test year (RUCO DR 3.01).
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1 Q. How was the allocation to Bella Vista made?

2 A.

3

4

First, $3.7 million in expenses from the unregulated affiliate were allocated to the

infrastructure division based on a single allocation factor of 26.98 percent. Those costs

were then allocated to each company within the infrastructure division based upon

5 customer count (RUCO DR 3.01).

6

7 Q.

8

Did Staff review the amounts comprising the $3.7 million of expenses allocated from

the unregulated affiliate to Bella Vista?

9 A. Yes. a
I

10

11 Q- Does Staff agree that all of the $3.7 million in costs are costs that should be allocated?

12 A.

13

14

15

16

17

No, Staff does not. Staff reviewed the underlying invoices for the costs and determined

that the Company did not identify the costs as direct costs (i.e., costs that can be identified

with a particular service) or indirect costs (costs that cannot be identified with a particular

service) consistent with the NARUC Guidelines for Cost Allocation and Aff iliate

Transactions. These guidelines require that the costs primarily attributable to a business

operation should be, to the extent appropriate, directly assigned to that business operation.

18

19 Q.

20

What amount of the $3.7 million did Staff determine was attributable to (i.e., direct

costs of) APIF or an affiliate?

21 A.

22

Based upon review of the actual supporting invoices provided by the Companies, Staff

determined that almost all of the costs were obviously attributable to the operations of the

23 APIF or one of its affiliates, therefore, Staff assigned 90 percent of the costs to APIF. The

24

25

remaining 10 percent recognizes that the other affiliates receive a benefit from the

common costs and, therefore, should be allocated a percentage greater than zero.

26



Line No Type of Facility Year-End

2007

Year-End

2008

Average

1 Infrastructure (Water & Sewer) 17 17 17.0

2 All Other Types of Facilities 54 53 53.5

3 Total Number of Facilities 71 70 70.5

4 Allocation Percentage (1 ILA) 1.41% 1.43% 1.42%
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1 Q. Does Staf f  agree that al l  of  the $3.7 mil l ion of  expenses allocated f rom the

2 unregulated affiliate are allowable operating expenses?

3 A.

4

No, Staff does not. As shown on schedule CSB-12, Page 2, Staff identified 3123,829 in

unallowable costs. For example, Staff identified costs for the purchase and installation of

5

6

furniture, a Dell server and software, shelving, telephones, cabling, and a network. These

costs should be capitalized and depreciated rather than expensed.

7

8 Q. Does Staff agree with the Companies' calculation of the factor to allocate common

9 costs" |
I

10 A. No, Staff does not.

11

12 Q- What allocation formula did the Companies use to allocate common costs?

13 A. The Company used the following formula: 17 utilities / 63 total facilities = 26.98%.

14

15 Q. Does Staff agree with the number of total facilities that the Companies used in its

16 formula?

17 A.

18

19

No, Staff does not. Staff attempted to match the number used in the formula to the

information in the 2007 and 2008 Algonquin Power Income Fund Annual Reports,

however, the numbers did not agree. The information in the 2007 and 2008 annual reports

is as follows:20

21

22

23

24

25

26



CORPORATE EXPENSE ALLOCATION

Reference: Per Company
Staff' s

Adjustment Per Staff

Bella Vista Schedules CSB-12 & CSB-13 $127,114 ($123,982) $3,132

Northern Sunrise Schedules CSB-11 & CSB-12 $3,261 (32,129) $3,132

Southern Sunrise Schedules CSB~11 & CSB-12 $13,390 ($10,258) $3,132
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l Q. What allocation percentage does Staff recommend?

2 A. Staff recommends a 1.42 percent allocation percentage which is an average of the 2007

3 and 2008 year-end data. Staffs allocation percentage allocates an equal amount of

4 Corporate expense to each of APIF's companies.

5

6 Q- What is Staf i"s recommendation?

7 A. Staff recommends decreasing operating expense as follows for all of the Algonquin

8 Companies :

9 a
I

10

11 Operating Income AaHusfment .-- Outside Services, Other

12 Q. Do the Algonquin Companies have employees"

13

14

A. No, the Algonquin Companies do not have employees. The Companies use an outside

service that is owned and operated by its affiliate.

15

16 Q. Did the Algonquin Companies select the aff iliate through a competitive bidding

17

18 A.

process?

No, it did not.



Bella Vista Northern
Sunrise

Southern
Sunrise

Net Increase
for Northern &

Southern

Sch E-2 Sch E-2 Sch E-2

1 2007 $1,031,060 $10,062 $10,413

2 2008 $1,133,369 $116,925 $225,2151 $342,776
-

_J 2009 $1,228,657 $159,589 $175,090 $334,679

4 2008 to 2009 Inch/ Deer (LE .-. LZ) $95,288 $42,664 (350,761) $8,097

5 % Increase 8.41% 36.49% -22.48% 2.36%

lllllllun
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1 Q. Is the affiliate an unregulated for-profit company?

2 A.

's
.J

4

Yes. During the test year the Companies used Algonquin Water Services ("AWS") which

is an unregulated for-profit company that provides day-to-day services to operate and

manage the Algonquin Companies.

5

6 Q- Is there a risk that the affiliate continually increase its price without fear of losing the

7 Algonquin Companies as customers?

8 A .

9

10

11

Yes. One of Staffs concerns is that the Algonquin Companies do not have the ability to

negotiate arms length negotiation and as such, the price for ,services may not reflect

market prices. In an open, competitive market, it is reasonable to assume that contract

prices reflect market prices.

12

13 Q- I n  w h a t  a cco u n t  a re  t h e  ch a rg e s  f o r  t h e  a f f i l i a t e  re co rd e d ?

14 A . The charges for the affiliate are recorded in the "Outside Services .- Other" account.

15

16 Q- How much did the expenses for the Outside Services .- Other account increase from

17 2008 to 2009?

18 A .

19

Bella Vista increased by 8.41 percent and the Northern Sunrise and Southern Sunrise

systems increased by a net 2.36 percent as shown in the table below:

20
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l Q. What were the reasons for the increases?

2 A. For Bella Vista, the $95,222 increase was due to a project manager working on a new

3 facility and increased cost passed along from the unregulated affiliate (CSB 1-26). For

4

5

6

Northern Sunrise, the $42,664 increase was due to the unregulated affiliate passing along

increased costs (CSB 3-17), and for Southern Sunrise, the $50>761 decrease was due to the

unregulated affiliate passing along less costs (CSB 4-17).

7

8 Q. Please explain what constitutes a related-party transaction.

9 A.

10

11

12

13

14

15

In general, related party transactions are governed by certain accounting standards such as

Financial Accounting Standards Board ("FASB") 57, Related Party transactions. FASB 57

states that examples of related party transactions include transactions between (a) a parent

company and its subsidiaries, (b) subsidiaries of a common parent, (c) an enterprise and

trusts for the benefit of employees, such as pension and profit-sharing trusts that are

managed by or under the trusteeship of the enterprise's management, (d) an enterprise and

its principal owners, management, or members of their immediate families, and (e)

affiliates.16

17

18 Q.

19

Should there be a higher level of scrutiny of related-party transactions that are not

subject to a competitive bidding process?

20 A,

21

22

23

24

25

Yes. For related-party transactions, a mere showing that costs were incurred is not

sufficient evidence to demonstrate that the costs are appropriately valued. This is because

related party transactions have sometimes been recorded at inflated amounts. Using a

competitive bidding process provides evidence that the best quality service at the lowest

price is obtained. Also, a competitive bidding process provides incentive to the outside

service to run as efficiently as possible in order to keep costs low,
I

26



OUTSIDE SERVICES - OTHER
Reference Staff s Adjustment

Bella Vista Schedules CSB-12 & CSB-13 ($47,644)

Norther Sunrise Schedules CSB-11 & CSB-13 ($21,332)

Southern Sunrise Schedules CsB-ll & CSB-13 $21,043

ll\l\l
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1 Q- Did Staff adjust the Outside Services - Other account?

2 A. Yes.

'1
J

4 Q- Why did Staff adjust the Outside Services - Other account?

5 A.

6

7

8

9

The Algonquin Companies have no employees and do not utilize the competitive bidding

process to select the outside service that will manage and operate the Companies. Rather,

the Companies' cost allocation model eliminates the price safeguard that a competitive bid

would afford and contracted solely with their unregulated for-profit affiliate. There is a

risk that the affiliate transaction may not properly reflect market prices.

10

11

12

13

The Algonquin Companies have not demonstrated purchasing policies and safeguards to

ensure that ratepayers are not being disadvantaged. Therefore, in order to mitigate the

effect of not using competitive bids, Staff averaged the 2008 and 2009 Outside Services

Other account balances.14

15

16 Q. What is Staff's recommendation?

17 A. Staff recommends the following adjustments for the Outside Services - Other account:

18



Affiliate Increase

Bella Vista $29,388

Norther Sunrise $2,313

Southern Sunrise $4,337

GENERAL OFFICE ALLOCATION / AFFILIATE INCREASE
Reference: Staff" s Adjustment

Bella Vista Schedules CSB-12 & CSB-13 $29,388

Nor hem Sunrise Schedules CSB-11 & CSB-12 $2,313

Southern Sunrise Schedules CSB-11 & CSB-12 $4,337

Direct Testimony of Crystal S. Brown
Docket No. W-02465A-09-0411, et al
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1 Operating Income lczyustnzeril --. General O]j'ice Allocation/Ajj?Iiate Increase

2

3

Q. Did the Algonquin Companies include increases to affiliate costs that were not

incurred in the test year?

4 A.

5

Yes, the Companies propose to annualize increased salary costs of contract workers

employed by the affiliate, AWS. The annualization would increase costs as follows:

6

7
I
I

8 Q. Are the Companies' proposed increases for affiliate costs justified?

9 A.

10

11

12

13

No, they are not. The Companies do not have employees, they use the services of contract

personnel through the affiliate AWS. TheAWS contract personnel can work on any one

of seven Arizona regulated utilities owned by APIF. The Companies have not presented

sufficient evidence for Staff to determine is these increase are justified or market based.

Consequently, Staff has determined that the cost increase is not justified.

14

15 Q- W hat is Staf f 's recommendation?

16 A. Staff recommends decreasing operating expense for each of the Algonquin Companies as

17 followsl

18



Rate Case Expense Estimates
Bella Vista $250,000
Northern Sunrise $ 75,000
Southern Sunrise $125,000

Total $450,000

Direct Testimony of Crystal S. Brown
Docket No. W-02465A-09-0411, et al
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1 Operating Income Adjustment .- Rate Case Expense

2 Q. What is the proposed rate case expense for the Algonquin Companies?

3 A. The proposed rate case expense is as follows:

4

5

6 Q- What are the component costs of rate case expense? x

.r

7 A.

8

In general, the component costs of rate case expense include the following three

categories:

9

10 1. Consultants Includes costs such as, but not limited to, hourly fees for revenue

11 requirement development, cost of capital, rate design, consolidation, schedules,

12

13 2.

direct testimony, testifying at hearings, etc.

Outside Legal Counsel Includes outside attorneys' and paralegal fees plus

14

15 3 .

copying, etc.

Miscellaneous expense Includes costs such as, but not limited to, public notice,

16 costs associated with public comment meetings, duplicating costs, etc.

17

18 Q- What does Staff typically review in order to determine whether the component costs

19 of rate case expense are reasonable?

20 A.

21

22

Since the proposed rate case expense is an estimate, Staff typically (1) reviews actual

invoices incurred at a given date, (2) evaluates efforts made to minimize the component

costs of rate case expense (i.e., consultant, outside legal, and miscellaneous expense), and



COMPARISON OF THE AVERAGE COST OF RATE CASE EXPENSE
Rate Case Expense as

Requested By
Company In
Application

Docket
Number

Estimated
Rate Case
Expense

Nu mbar of
Systems,

Companies, &
Consolidations

Algonquin Companies W-02465A-09-041 1, et al $450,000 4 $1 12,500
Arizona-American
Water Company W-01303A-08-0227 $612,000 10 $ 61,200

Arizona Water Company w-01445A_08-0440 $500,000 17 s 29,412

Global Water Company SW-20445A-09-0077, et al $133,376 7 $ 19,054

Direct Testimony of Crystal S. Brown
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l

2

(3) compares the proposed rate case expense to that of comparable current rate case

proceedings. Staff will discuss each of these areas separately.

3

4 Q. Did Staff  review the invoices?

5 A . Yes. Staff found that as of February 2010, the Companies had incurred $82,256 in rate

6 case expense.

7

8 Q- Did Staff review the Companies' efforts to minimize the component costs of rate case

9 expense" a
I

10 A .

11

12

13

14

Yes. The Algonquin Companies are part of a corporation that consists of approximately

70 companies with 2008 earnings of approximately $50 million. in the Companies'

response to CSB 1-40 and CSB 1-41, Staff found that the parent Company used little, if

any, of its internal resources to minimize the cost of legal services, revenue requirement

testimony and cost of capital testimony in this case.

15

16 Q-

17

Did Staff compare the proposed rate case expense to that of comparable current rate

case proceedings of non-affiliates?

18 A .

19

Yes. Staff compared the Algonquin Companies to Arizona-American Water Company,

Arizona Water Company, and Global Water Company:

20

Average
Cost Per

System/Company
|

I

I

21



Direct Testimony of Crystal S. Brown
Docket No. W-02465A-09-0411, et al
Page 42

1 Q- Did all of the companies used in Staff's analysis file simultaneous applications for

2 multiple companies or systems?

3 A.

4

5

6

Yes, as shown in the table above, the Algonquin Companies filed for three companies and

one consolidation, Arizona-American Water Company7 filed for ten systems, Arizona

Water Company tiled for seventeen systems, and Global Water Company filed for six

companies and one consolidation.

7

8 Q.

9

In general, should the simultaneously filing of multiple rate applications result in

cost savings? s
I

10 A. Yes. There are fewer internal meetings to attend because several rate cases can be

11 discussed at the same meeting. There are fewer discussions with Staff because several

rate cases can be discussed at one time. Also, there is generally only one Rebuttal and12

13 Rejoinder Testimony and brief filed for the multiple companies. Further, there is

14

15

generally only one hearing and one open meeting to attend. Additionally, in response to

data request CSB 1-41 , the Companies have acknowledged that, because of their size, they

have "received discount rates, which discounts result in lower rate case expense."16

17

18 Q-

19

Why does Staff believe the companies used in the comparison were able to mount a

rate case for significantly less than the Algonquin Companies?

20 A.

21

Those companies were able to more efficiently use in-house resources and, thereby, pass

on to their customers more of the savings of tiling simultaneous rate cases.

7 The 2009 Arizona-American rate case was not used in the analysis as it was significantly more costly due to the
consolidation of 18 water systems.



RATE CASE EXPENSE

Reference
Rate Case Expense

Per Staff

Bella Vista Schedules CSB-12 & CSB-17 $28,061

Noxthem Sunrise Schedules CSB-11 & CSB-15 $8,418

Southern Sunrise Schedules CSB-11 & CSB-15 $14,031

Direct Testimony of Crystal S. Brown
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1 Q. Does the $450,000 represent a reasonable and appropriate cost that customers should

2

3 A.

pay?

Based upon Staffs analysis, it does not represent a reasonable cost that customers should

4 pay Other comparable non-affiliated companies have been able to lower rate case

5 expense by more effectively using in-house resources.

6

7 Q~ What is Staff's recommendation?

8 A. Staff recommends rate case expense for each of the Algonquin Companies as follows:

9 x

10

Operating Income AayUstmenl -.- Depreciation Expense

12 Q. What  a re  Be l la  V is ta ,  Northe rn  Sunr ise ,  and  Southern  Sunr ise  p ropos ing  for

13

14 A.

15

depreciation expense?

Bella Vista, Northern Sunrise, and Southern Sunrise are proposing depreciation expense of

s1,009,435, $36,631, and 376,419, respectively.

16

17 Q- What adjustment did Staff make to depreciation expense?

18 A. Staff adjusted depreciation expense to reflect application of the Staff-recommended

19 depreciation rates to the Staff recommended plant balances .

20

21 Q- What is Staff's recommendation?

22 A. Staff recommends the following depreciation expense for Bella Vista, Northern Sunrise,

23 and Southern Sunrise:



DEPRECIATION EXPENSE

Reference

Depreciation
Expense
Per Staff

Bella Vista Schedules CSB-12 & CSB-17 $740,778

Northern Sunrise Schedules CSB-11 & CSB-15 $27,817

Southern Sunrise Schedules CSB-1 I & CSB-15 $52,807

PROPERTY TAX EXPENSE

Reference:
Property Tax

Per Staff

Bella Vista Schedules CSB-12 & CSB-20 $145,924

Norther Sunrise Schedules CSB-I1 & CSB-18 $9,025

Southern Sunrise Schedules CSB-11 & CSB-18 $20,230

IIII
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1

2

3 What did the Companies propose for property tax expense"

4

5

Operating Income Adjustment - Properly Taxes

Q-

A. The Companies proposed the following: $159,659 for Bella Vista, $13,128 for Northern

Sunrise, and $26,765 for Southern Sunrise.
I
J

6

7 Q- Did Staff make any adjustment to the property tax expense?

8 A. Yes. Staffs adjustment reflects Staffs calculation of the property tax expense using

Staff" s recommended revenues.9

10

11 Q. What is Staffs recommendation?

12 A. Staff recommends the following property tax expense for the Algonquin Companies:

13

14

15

16

17

18 Operating Income Acnustment .-.  Income Taxes

19 Q . W hat  a re t he A l gonqu i n  Com pan i es  p ropos i ng  f o r  t es t  year  i ncom e t ax expense?

20

21

A. The Algonquin Companies are proposing income tax expense of ($10,068), ($36,7/7), and

$3,703 for Bella Vista, Northern Sunrise, and Southern Sunrise, respectively.

22



INCOME TAX EXPENSE

Re Terence :

Income Tax
Expense
Per Staff

Bella Vista Schedules CSB-12 & CSB-21 $217,811

Northern Sunrise Schedules CSB-11 & CSB-19 ($23,993)
Southern Sunrise Schedules CSB-11 & CSB-19 $23,875

Direct Testimony of Crystal S. Brown
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1 Q.

2 A.

3

Did Staff make any adjustments to test year income tax expense?

Yes. Staffs adjustment reflects Staff" s calculation of the income tax expense based upon

Staff" s adj used test year taxable income.

4

5 Q. What is Staff's recommendation?

6

7

A. Staff recommends the following test year income tax expense for the Algonquin

Companies:

8

9

10 Rate Consolidation

11 Q-

12

Did Staff review the Algonquin Companies' proposal to consolidate rates for Bella

Vista, Northern Sunrise, and Southern Sunrise?

13 A. Yes. Staff reviewed the rate consolidation proposal.

14

15 Q.

16

17

Did Staff prepare a schedule showing the individual and consolidated revenue

requirements, rate bases, and operating income statements for Bella Vista, Northern

Sunrise, and Southern Sunrise?

18 A. Yes, see Schedules CSB-1 through CSB-5 for the consolidated systems.

19

20 Q. What are the primary reasons for consolidating the Algonquin Companies'7

21 A. According to the Companies' tiling, the primary reasons for consolidation, are that

Northern Sunrise and Southern Sunrise customers would receive a rate decrease and Bella22
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l Vista customers would receive access to water supply through an existing interconnection

2 between Northern Sunrise and Southern Sunrise.

3

4 Q- Has Staff completed its analysis of the proposed consolidation?

5 A. No, it has not.

6

7 Q, When will Staff present its recommendation on the Companies request to consolidate

8 rates?

9 A. Staff will present its recommendations when it files its Rate Design Testimony.

10

Q.

12

Does this conclude your Direct Testimony related to the Algonquin Companies

revenue requirement?

13 A. Yes, it does.
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COMPANY
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Bella Vista Water Company
Docket No. W-02465A-09-041 1
Test Year Ended March 31, 2009

Schedule CSB-1

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

[A]
COMPANY
ORIGINAL

COST

[B]
STAFF

ORIGINAL
COST

1 Adjusted Rate Base $ 6,343,311 $ 3,800,682

2 Adjusted Operating Income (Loss) $ 94,521 $ 422,497

3 Current Rate of Return (LE /LI) 1.49% 11.12°/o

4 Required Rate of Return 10.77% 8.60%
s
I

5 Required Operating Income (L4 * L1) $ 683,175 $ 326,859

$ 588,653 $ (95,638)6 Operating Income Deficiency (Ls - LE)

7 Gross Revenue Conversion Factor t.62863 1.65130

$ 958,701 $ (157,928)8 Increase (Decrease) In Gross Revenue (L7 * LE)

9 Adjusted Test Year Revenue $ 3,526,033 $ 3,526,033

10 Proposed Annual Revenue (L8 + LE) $ 4,484,734 $ 3,368,105

11 Required Increase/(Decrease in Revenue) (%) (L8/L9) 27,19% -4.48%

References:
Column [A]: Company Schedules A-1, C-1, C-3, & D-1
Column [B]: Staff Schedules CSB-2, CSB-3, & CSB-11



Bella Vista Water Company
Docket NO W-02465A-09~041 1
Test Year Ended March 31, 2009

Schedule CSB-2

GROSS REVENUE CONVERSION FACTOR

(A) (B) (C) (D)LINE
no. DESCRIPTION

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor:
Revenue
Uncollectible Factor (Line 11)
Revenues (LI LE)
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (LE - LE)
Revenue Conversion Factor (L1 I LE)

100.0000%
0.0000%

'\0G.0000%
39.4418%
60.5582%
1.651303

Calculation of Uncollectible Factor
7 Unity
8 Combined Federal and State Tax Rate (Line 17)
9 One Minus Combined income Tax Rate (L7 - LB )
10 Uncollectible Rate
t i Uncollectible Factor (LE " L10 )

1000000%
38859B9°/.1
61.4011 %
0.0000%
0.0000%

1000000%
6.96B0%

93.0320%
34.0000%
31.6309%

Caleulaiion of Effective Tax Rafe:
12 Operating Income Before Taxes (Arizona Taxable Income)
13 Arizona State Income Tax Rate
14 Federal Taxable Income (L12 - L13)
15 Applicable Federal Income Tax Rate (Line 53)
16 Effective Federal Income Tax Rate (L14 x L15)
17 Combined Federal and State Income Tax Rate (L13 +L16) 38.5989%

i
I

100.0000%
38.5989%
61.4011 %
1.3727%

0. 8429"/,

Calculation of Effective Propenv Tax Factor
18 Unity
19 Combined Federal and State Income Tax Rate (L17)
20 One Minus Combined Income Tax Rate (Lt8-L19)
21 Property Tax Factor (CSB-20, Col B, L24)
22 Effective Property Tax Factor (L20IL21)
23 Combined Federal and state Income Tax and Property Tax Rate (L17+L22) 39.441B%

$ 326,859
422,497

24 Required Operating Income (Schedule CSB»1, Line 5)
25 AdjustedTesi Year Operating Income (Loss) (Sch CSB-1 1, Col C, Line 34
26 Required increase in Operating Income (L24 . L25) $ (95,638)

$ 157,690
217,811

27 Income Taxes on Recommended Revenue (Col. [C], L52)
28 Income Taxes on Test Year Revenue (Col. [A], L52)
29 Required Increase in Revenue Io Provide for Income Taxes (L27 L28) (60,121)

$ 3,368,105
0.0000%

$
s

30 Recommended Revenue Requirement (Schedule CSB-1, Line 10)
31 Uncollectible Rate (Line 10)
32 Uncolllectible Expense on Recommended Revenue (L30'L31 )
33 Adjusted Test Year Uncollectible Expense
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33)

$ 143,756
145,924

35 Property Tax with Recommended Revenue (CSB-20, Col B, L19)
36 Property Tax on Test Year Revenue (CSB-20, Col A, L16)
37 Increase in Property Tax Due to Increase in Revenue (L35-L36)
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) s

(2,168)
(157,928)

Test
Year
3,526,033
2,BB5,725

76,014
564,295
6.9680%
39,320

524,975

$
s

$
$
$
$
$
$
33
s
$

Calculation of Income Tax:
39 Revenue (Schedule CSB-11, Col. [C], Line 4 8 Sch. CSB-1, Col. [D] Line $
40 Operating Expenses Excluding Income Taxes 5
41 Synchronized interest (L56) $
42 Arizona Taxable Income (L39 - L40 - L41) $
43 Arizona State Income Tax Rate
44 Arizona Income Tax (L42 x L43)
45 Federal Taxable Income (L42 . L44)
46 Federal Tax on Income Bracket - Not Used
47 Federal Tax on Income Bracket - Not Used
48 Federal Tax on Income Bracket - Not Used
49 Federal Tax on Income Bracket Not Used
50 Federal Tax on All Income ($0 -$10,000,000) @ 34%
51 Total Federal Income Tax
52 Combined Federal and State Income Tax (L44 + L51)

178,491
178,491
217.81 1

staff
Recommended

(157,928) s 3,368.105
(2n68) as 2,B63.557

$ 76,014
$ 408,535

6.9680%
$ 28,467
3 380,068
$ _
$ .
$ _
$ _

$ 129,223
$_ 129,223_
S 157.590

53 Applicable Federal Income Tax Rate [Col. [C], L51 _ Col. (Al. L51] / [Col, [C], L45 - Col. [A], L45] 34%%%

$
Calculation of lnferest Svnchronizafioni

54 Rate Base (Schedule CSB»3, Col. (C). Line 14
55 Weighted Average Cost of Debi
56 Synchronized Interest (L45 X L46) s

3,800,682
2.0000%
76,014
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Bella Vista Water Company
Docket No. W-02465A-09-041 t
Test Year Ended March 31, 2009

Schedule CSB-3

RATE BASE - ORIGINAL COST

(B) (C)
STAFF

As
ADJUSTED

LINE
no.

(A)
COMPANY

As
FILED

STAFF ADJ
ADJUSTMENTS NO.

S 351

2

3

Plant in Service
Less: Accumulated Depreciation
Net Piano in Service $

25,625,205
11,909,440
13,715,765 $

(2,655,863> 1, 2, 3 $
(3,224,427) 4

568,564 $

22,969,342
8,685,013

14,284,329

LESSJ

4 Advances in Aid of Construction (AIAC) S 6,781,443 $ $ 6,781,443

9
J

5 Service Line and Meter Advances $ 556,325 $ $ 556,325

$ $ $6
7
8

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC $

496,445
230,909
265,536 $

496,445
230,909
265,536

9 Total Advances and Contributions 8 7,603,304 $ $ 7,603,304

to Customer Deposits $ $ 175,850 5 $ 175,850

11 Accumulated Deferred Income Taxes $ (230,850) $ 2,935,343 6 $ 2,704,493

ADD."

12
13

Working Capital $
$

$
$

$
$

14 Total Rate Base $ 6,343,311 $ (2,542,629) $ 3,800,682

References:
Column [A], Company Schedule B-1, Page 1
Column [B]1 Schedule CSB-4
Column [C]: Column [A] + Column [B]
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LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

(MSJ 5.2)

ll lllll1lllllluIIIIll l

Bella Vista Water Company
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

RATE BASE ADJUSTMENT no. 1 .. posT TEST-YEAR PLANT AND RETIREMENT

[A] [B]

Schedule CSB-5

[C]

Acct. No. 331 Mains, Post-Test Year Plant
Acct, No. 331 Mains, PTY Plant Retirements

110,057 104,507

Net Post-Test Year Plant (L1 - LE)

$
$
$

12,000
98,057

$
$
$

(5,550) 3
(8,504) $
2,954 $

3,496
101,011

J

J

Column [A]: Company Schedule B-2, Page 3
Column [B]: Testimony, CSB, Data Request Response to Marlin Scott, Jr. (MSJ 5.2)
Column [C]: Column [A] + Column [B]



LINE
no. DESCRIPTION

PLANT
SELECTED
IN SAMPLE

INADEQUATELY
SUPPORTED

COSTS
STAFF

As ADJUSTED

Bella Vista Water Company
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Schedule CSB-6

RATE BASE ADJUSTMENT no. 2 - INADEQUATELY SUPPORTED PLANT COSTS

[A] IB] IC]

$ $1

2

3

2002 Plant Addition, Acct No. 311 - Pumping Equipment
2003 Plant Addition, Acct No, 311 - Pumping Equipment

Acct No. 311- Pumping Equipment Subtotal 8

71,076
105,990
177,066 $

(71,076) s
(10,160)
(81,236) $

95,830
95,830

4
5

2004 Plant Addition, Acct No. 333-Services
Acct No. 380- Services Subtotal S

100,089
100,089 $

(23,747)
(23,747) $

76,342
76,342

6 Total  $ 277,155 $ (104,983) $ 172472

References:
Column A: Company Schedule B-2
Column B: Testimony, CSB, Company Data Request Responses CSB 1-6
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Bella Vista Water Company
Docket No. W-02465A-09-041 'I
Test Year Ended March 31, 2009

Schedule CSB-7

RATE BASE ADJUSTMENT no. 3 - PLANT RETIREMENTS

[A] [B] IC]

$1
2
3
4
5
6
7

311 Electric Pumping Equip
320 Water Treatment Equip
334 Meters
341 Transportation Equip
343 Tools 8< Work Equip
346 Communications Equip

Plant Total

$ 1,402,654
15,225

822,371
220,871

60,864
31,850

8 2,553,834 $

(1 ,402,654) 8
(15,225)

(822,371)
(220,871)

(60,864)
(31 ,850)

(2,553,834) $

I

J

References:
Column A:
Column B:
Column C:

Company Schedule B-2
Testimony, CSB, Company Data Request Responses CSB 1-7
Column [A] + Column [B] ,



RATE BASE ADJUSTMENT no. 4 _ ACCUMULATED DEPRECIATION

LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Bella Vista Water Company
Docket No. W-02465A-09-041 1
Test Year Ended March 31, 2009

Schedule CSB-8
Page 1 of 10

[A] [B]

1 Accumulated Depreciation $11,909,440 s (3,224,427) $8,685.013

References:
Column A: Company Schedule C-1
Column B; Testimony, CSB, Data Request Response CSB 1-7
Column C: Column [A] + Column [B]

1
I

[C]
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LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Bella Vista Water Company
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Schedule CSB-9

RATE BASE ADJUSTMENT no. 5 - CUSTOMER DEPOSITS

[A] [B] [C]

1 Customer Deposits $ $ 175,850 $ 175,850

References:
Column A; Company Schedule B-2
Column B: Testimony, CSB, Data Request Response CSB 1-15
Column C: Column [A] + Column [B] 1

I



LINE
no. DESCRIPTION

PER
COMPANY ADJUSTMENT

PER
STAFF

Bella Vista Water Company
Docket No. W-02465A-09-041 1
Test Year Ended March 31, 2009

Schedule CSB-10

RATE BASE ADJUSTMENT no. 6 - ACCUMULATED DEFERRED INCOME TAXES

[A] [B] [C]

Tax Value of Fixed Assets
Less: Book Value Fixed Asset Value (From Line 22)

1
2
3
4
5

Subtotal

$ 7,035,952 $
13,219,320

$ (6,183,368) $
38.6%

(2,386,780)

<7,035,952) $ -
568,562 13,787,882

(7,604,514 $ (13,787,8822
38.6% 38.6%

(2,935,343) (5,322,'123)
Multiplied by
Noncurrent Future Tax Assets(Liability)

8
9

Tax Value of AIAC
Less: Book Value of AIAC

$ .. $
(6,781,443)

$ 6,781,443 $
38.6%

2,617,637

1

.

$ _
(6,781,443)

35 6,781,443
38.6%

2,617,637
11
12

Multiplied by
Noncurrent Future Tax Asset/(Liability)

14 Net A$$etI(Liability) $ 230,857 $ (2,935,343) $ (2,704,486)

Piatt-in-Service
Acc um, Depress.
CIAC
Fixed Assets

Book Value
Per Company
$25,625,205 $
$(11.909,440) $
$ (496,445) $
$13,219,320 $

Adjustment
(2,655,865) $
3,224,427 $

- 8
568,562 3

Book Value
Staff

22,969,340
(8,685,013)

(496,445)
13,787,882

Column A: Company Schedule B-2, page 5
Column B: Testimony, CSB, Company Data Request Responses CSB 1-10 and 1-1 1
Column C: Column [A] + Column [B]



Bella Vista Water Company
Docket NO_ W-02465A-09-041 1
Test Year Ended March 31, 2009

Schedule CSB-11

OPERATING INCOME - TEST YEAR AND STAFF RECOMMENDED

[A] [B] [D] {E]

LINE
NO. DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR ADJ

ADJUSTMENTS no.

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

$ 3,400,892 S $ 3,400,892 $ (157,928) $ 3,242,964
REVENUESs

Metered Water Sales
Water Sales - Unmetered
Other Operating Revenues

Total Revenues $
125,141

3,526,033 $ $
125,141

3,526,033 $ (157,928) s
125,141

3,368,105

EXPENSES:
$ $ $ $ s

708
561,094

708
551,094

708
561 ,094

1
J

4,273
36,932

4,605
35,245

1 ,258,045
18,805

(201,014) 1,2,3

4,273
36,932
4.605

35,245
1,057,031

18,805

4,273
36,932

4,605
35,245

1 ,057,031
18,805

(11,497) 4

(55,272)
(5,681)

5

6

60,600
66,621
38,930

7,290
9,017

28,061
60,285

9,526
740,778

60,600
66,621
38,930

7,290
9.017

28,061
60,285
9,526

740,778

60,600
78,117
38,930
7,290
9,017

83,333
65,966
9,526

t ,009,435 (268,656) 7

Salaries and Wages
Purchased Water
Purchased Power
Fuel for Power Production
Chemicals
Materials & Supplies
Outside Services
Outside Services- Legal
Outside Services- Other
Water Testing
Equipment Rental
Rents
Transportation Expenses
Insurance - General Liability
Insurance - Health and Life
Reg. Comm. Exp.
Reg. Comm. Exp. - Rate Case
Miscellaneous Expense
Bad Debt Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
Income Taxes

159,659
(10,068)

(13,735)
227 v880

B

9

145,924
217,811

(2,168)
(60,121)

143,756
157,690

Total Operating Expenses 38 3,431,512 $ (327,976) $ 3,103,536 $ (62,289) $ 3,041,247

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
2B
29
31
32
33
34 Operating Income (Loss) $ 94,521 $ 327,976 $ 422,497 $ (95,638) $ 326,859

References:
Column (A): Company Schedule C-1, Page 2
Column (B): Schedule CSB-12
Column (C): Column (A) + Column (B)
Column (D): Schedules CSB-1 and CSB-2
Column (E): Column (C) + Column (D)



ill | l l

re l\cm*.
co
w
o 8

8LL§»-(cn
..;3"3¢:>

<

m9: ;1
an 11-O
o
o
<4
m

¢§l@N  N1* in_
lm

Nov r*>c\lu'>\o<=-Lrm 8 1 - G D r - - L n t o m
can r-- O m o m m t D u o r n t -

' D ' m w D m ' w m w D n m
--" =r` co' w" Lei l-~` no'
Lo of: l " ' J l D \ -
an Q

1"

dco'::o'r~$oulco'c::lcnlc§com m (NLD ,8

W  1 -
(Na "r*

I  au no
Lm r-
9  1 -
* N

m <r11 I
18 91v-
lvfl

Er
2:'omJ:O
w

up e es II
I I I I l I I I I I I I | I I I I I I I I

ca
m

| no
|"*-
pp
cu

c m
m
m

p"".
r e
N

no
no
t'»
N
N

m
=z=l:n""-\

-*?*"'J
CJ<9 .oz

1"
of
uh I I I I

GJ in U)
E  3  O
o
O  ( U  u
C  | -  U )

44
as
re he es he es

I I I I

»"-
m

I 1 I I \ I | I I I I I I I I I I | I I I I'~ I
..

m
1 ~
w e

If)
m

m
1"

m
m
*z
m'K-

i n
at

2""zD
<

o
Cal

if up 3
an GJ U
Q .  * L
CJ cu u5 |- cm

mnow ea ea es

I I I I

,--..
(D
LrJ| | | I | l | | | | I | I | I | | | 1 (D I I I

no
co
(̀ \l9.4

(D
LO
(D
cm
(O
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LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS
(Col C -Col A)

STAFF
As ADJUSTED

COSTS To BE ALLOCATED To BELLA VISTA

Description
Amount

(Per RUCO 3.01)

Unallowable

Costs
(Sch csB-e, pp)

Direct Costs
of Unregulated

Affiliate(s)

Allowable
Common Costs

Allocated to
All 70 Companies

Allocations
%

Costs to be
Allocated to
Bella Vista

(Col I x Col J)

C

Bella Vista Water Company
Docket No. W-02465A-09-041 1
Test Year Ended March 31, 2009

Schedule CSB»13
Page 1 of 2

OPERATING INCOME ADJUSTMENT no. 1 - EXPENSE ALLOCATIONS
FROM UNREGULATED AFFILIATE

[A] IB] [C]

$ $ s

$

1.130.931
127,114

1,258,045 $

(123,982)
(123,982) $

1,130,931
3,132

1,134,063

rm [E] [F] [G] [H] [I] IJ] [K]

68,081
46,980
13 a53'
45,220

972.59
671.15
197.90
646,00

$

$

$

$
$
$
$
$
$
s

1.43%

1.43%

1.43%

1.43%
1.43%
1.43%
1.43%
1.43%
1.43%
1.43%

143%

1.43%

$

$

$

$
$
s
s
$
s
$

$

$
$

1 Contractual Services - Other
2 Corporate Expense Allocation
3 TotaI Contractual Services - Other
4
5
6
7
8
9
10
11
12 Audit*
13 Tax Servicesz
14 Legal-General3
15 Other Professional Services"
16 Management Fee
17 Unit Holder Communications
18 Trustee Fees
19 Escrow and Transfer Fees
20 Rent
21 Licenses/Fees and Permits
22 Office Expenses5
23 Depreciation Expenses
24
25
26 Foot Note 1: Audit - As the parent company's lenders require the APIF to have annual financial audits, Staff assigned the
27 majority of the cost (i.e., 90 percent) to APIF and the remaining 10 percent to its 70 companies/interests.
28
29 Foot Note 2: Tax Services - Given the tax complexity of the AplF's many holdings and transactions, Staff assigned the
30 majority of the cost (i.e,, 90 percent) to APIF and the remaining 10 percent to its 70 companies/interests.
31
32 Foot Note 3: Legal, General - Staff reviewed the invoices and found that the very large majority of the cost
33 (i.e., 90 percent) was directly related to APlF and the remaining 10 percent to its 70 companies/interests.
34
35 Foot Note 4: Other Professional Services - Staff reviewed the invoices and found that the very large majority of the cost
36 (i.e., 90 percent) was directly related to APIF and the remaining 10 percent to its 70 companies/interests.
37
38 Foot Note 5: Office Expense - Staff reviewed the invoices and found that the very large majority of the cost
39 (i,e., 90 percent) was directly related to APIF and the remaining 10 percent to its 70 companies/interests.
40
41 Foot Note 6: Depreciation Expense - Given that most of APlF's plant costs benefit primarily APlF, Staff assigned the
42 majority of the cost (i.e., 90 percent) to APlF and the remaining 10 percent to its 70 companies/interests.
43
44 Foot Note 7: Allocation Percentage - Calculated as follows; 1 / 70 companies = 1.43%. The 70 companies represents
45 the average of the year-end 2007, 71 companies, and year-end 2008, 70 companies.

$

$

$

$
$
$
$
$
$
$

s

$
$

680,812
469,804
138,531
452,202
563,803
145,658
127,116
85,354

273,965
14,555

555,759
189,797

3,697,367

35
$
8

- s
- s
- $
- s
_ 8
- 8
_ $
_ s
- s
- $

(123,829) $
- $

(123,829) s (

(612,730) s
(422,824) $
(124,678) $
(406,982) $
(563,803) $
(145,658) $
(127,116) $
(85,354) s

(273,965) s
(14,565) $

(405.801) $
(170,818) $

3,354,294) $

26,129
18,980

219,244

373.27
271.14

3,132.05

References:
Column A: Company Schedule C-2
Column B: Testimony, CSB, Company Data Request Responses CSB 1.26, CSB 1.27, RUCO 3.01

Column C: Column [A] + Column [B]



Bella Vista Water Company
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Schedule CSB-13
Page 2 of 2

L]
Vendor

612
612

L\NE
no.
1
2
3
4
5
6
7
8

Category
Office Expenses
Office Expenses
Office Expenses
Office Expenses
Office Expenses
Office Expenses

Description of Unallowable Cost
Furniture
Furniture Installation
Dell Server and Software
Shelving
Telephone System
Phones/Cabling/Network Install
Total for Office Expenses

Grand 8¢ Toy
Grand 8< Toy
Dell
Stor-Tec Ltd.
Cableteck
Cableteck

Invoice No. Amount
$12,530
$60,909
516830
$7,459
$7.641

$18,960
$123,829

JF-394
10802

11009820-0074

1
I



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS
(CMC-CMA)

STAFF
As ADJUSTED

Outside
Services

Other

l

Bella Vista Water Company
Docket No, w-02465A-09-041 'I
Test Year Ended March 31, 2009

Schedule CSB-14

OPERATING INCOME ADJUSTMENT no. 2 - OUTSIDE SERVICES OTHER

[B] ICI

Outside Services - Other $ 1,228,657 $

[A]

(47,644) $ 1,181,013

2008 $
2009 s

$

1
2
3
4
5
6
7
8
9
10
11
12

Divided by 2

$

1,133,369 Company Sch E-2
1,228,657 Company Sch E '2
2,362,026

2
1,181.013

References;
Column A: Company Schedule C-2

Column B: Testimony, CSB, Company Data Request Responses to CSB 1-20, 1-21, & 1-26
Column C: Column [A] + Column [B]



L\NE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS
(Col C - Col A)

STAFF
As ADJUSTED

Bella Vista Water Company
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Schedule CSB-15

OPERATING INCOME ADJUSTMENT no. 3 - GENERAL OFFICE ALLOCATION lAFFILlATE INCREASE

[A] {C]

SS $ $ 1,228,6571
2
3
4
5
6

Outside Services .. Other
Affiliate Increase

Total Outside Services - Other $

1 228,657
29,388

1258,045 $

(29,388)
(29,388) $ 1,228,657

[B]

s
J

References:
Column A: Company Schedule C-2

Column B: Testimony, CSB; Company Data Request Responses to CSB 1-20, 1-21, & 1-26
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Transportation
Expense

Bella Vista Water Company
Docket NO. W-02465A-09-041 1
Test Year Ended March 31, 2009

Schedule CSB-16

OPERATING INCOME ADJUSTMENT no. 4 - TRANSPORTATION EXPENSE

[A] [B] IC]

1 Transportation Expense 78,117 $ (11,497) $ 66,621

2008 $
2009 $

$
Divided by 2

$

55,t24 Company Sch E-2
78,1 17 Company Sch E-2

133 241 I
2

66,621

References:

Column A: Company Schedule C-1 84 E-2
Column B: Testimony, CSB, Data Request CSB 1.29
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Company Name

Total Rate
Case

Expense
Per Co.

Percent
of Total
Expense

Total Rate
Case Exp
Per Staff

From Line 19

Total Rate Case
For Each Company

Per Staff
Col F x Col G

Normalized
Rate Case
Expense

Col H/ 3 Years

Total Rate
Case Exp.

Company Name l Rate Case
Exp Amount

No. of Companies,
Systems and
Consolidations

Average Rate
Case Expense

Col K / Col L

Name Docket Numbers

Bella Vista Water Company
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Schedule csB-17

OPERATING INCOME ADJUSTMENT no. 5 - RATE CASE EXPENSE

[A] [B] IC]

Rate Case Expense - Bella Vista 83 83,333 $ (55,272) $ 28.061

[D] [E] [F] [G] [H] m

Bella Vista $250,000
Northern Sunrise $75,000
Southern Sunrise $125,000

Total $450,000

55.56% $
16.67% $
27.78% $

100.00%

151,530
151.530
151,530

$
$
$
$

84,183
25,255
42,092

151,530

$
$
$

281061
8',418

14,031

From Line 30
Three Companies 8¢ 1 Consolidation

Average Cost $
Multiplied by

Total Rate Case Expense-Per Staff $

37,883
4

151,530

[J] IK] [L] [Ml

Arizona-American Water Company' $
Arizona Water Company" $
Global Water Company' $

456,275
500,000
133,376

7  $
17 $
7  $

Total $
Divided by

Average Cost $

65,182
29,412
19,054

113,648
3

37,883

1 See Below for Docket Numbers

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

Arizona-Amerioan Water Company W-01303A-08-0227
Arizona Water Company
Global Water Company SW-20445A-09-0077, et al

W-01445A-08-0440

References:

Column A: Company Schedule C-1
Column Br Testimony, CSB
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Meals,
Entertainment,
8< Contributions

4

Bella Vista Water Company
Docket No. W-02465A-09-041 1
Test Year Ended March 31, 2009

OPERATING INCOME ADJUSTMENT no. 6 - MEALS, ENTERTAINMENT, & CONTRIBUTIONS

[A] [B]

Schedule CSB-18

[CI

1 Miscellaneous Expense $ 65,966 $ (5,681) $ 60,285

Meals and Entertainment $
Contributions $

$

5,181 CSB 1-32
500 CSB 1-32

5.681

References:

Column A: Company Schedule C-1 8< E-2
Column B: Testimony, CSB, Data Request CSB 1-32
Column C: Column [A] + Column [B]



LINE
no. DEscRIpTIon

PLANT In
SERVICE
Per Staff

Non Depreciable
or Fully Depreciated

PLANT

DEPRECIABLE
PLANT

(Col A - Col B
DEPRECIATION

RATE

DEPRECIATION
EXPENSE

(Col C x Col D)

Illlllll\\lll ll \ll\lll

Bella Vista Water Company
Docket No W-02465A-09-041 1
Test Year Ended March 31, 2009

Schedule CSB-19

OPERATING INCOME ADJUSTMENT no. 1 . DEPRECIATION EXPENSE on TEST YEAR PLANT

IA] rm IC] rm [E]

$ $ (327,399) $ $327,399
1,312.116

654,798
1,312.116 43,693

1.132.179 1,132,179 37,702

1 ,003,613
94,414

2,343,634
12v701 ,038
1 ,376,034

668,838
892,445

1 ,003,613
94,414

2,343,634
12,701 ,038
1 _376,034

668,838
892,445

125,452
3,144

52,029
254,021
45,822
55,714
17,849

1

2

3
4

5

6

7

a
9

10
11
12

13
14
15

16
17

69,551
202,929
74,353

161,264
63,819

69,551
202,929
74,353

161 ,264
63,819

4,639
13,535
14,871
32,253
3,1 91

31,548
403,818
110,348

é1.548
403,818
110,348

1.577
40,382
11,035

0.00%
3.33%
2.50%
3.33%
2.00%
5.00%

12.50%
3.33%
2.22%
2.00%
3.33%
8.33%
2.00%
6.67%
6.67%
6.67%

20.00%
20.00%
5.00%

10.00%
5.00%

10.00%
10.00%
10.00%

303 Land and Land Rights

304 Structures and Improvements

306 Lake, River, and Other Intakes
307 Wells and Springs

309 Supply Mains

310 Power Generation Equipment
311 Pumping Equipment

320 Water Treatment Equipment

330 Distribution Reservoirs and Standpipes
331 Transmission and Distribution Mains

333 Services
334 Meters and Meter Installations
335 Hydrants
336 Backflow Prevention Devices

339 Other Plant and Miscellaneous Equipment
340 Office Furniture and Equipment
341 Transportation Equipment

340.1 Computers and Software

343 Tools, Shop, and Garage Equipment
344 Laboratory Equipment

345 Power Operated Equipment
346 Communication Equipment

347 Miscellaneous Equipment
348 Other Tangible Equipment

Total Plant $ 22,969,341 $ $ 23,296,740 $ 7561908

18
1 9

20
21

22
23

24
25
29

30
31

32
33

34

Composite Depreciation Rate (Dear Exp / Depreciable Plant):
CIAC3

Amortization of CIAC (Line 32 x Line 33):
$
s

3.25%
496,445
16,129

Depreciation Expense Before Amortization of CIAC:
Less Amortization of CIAC:

Test Year Depreciation Expense - Staff:
Depreciation Expense - Company;

Staff's Total Adjustment: $

$
$
$

7561908
16,129

740.779
1,009,435
(268,656)

References:
Column [A]:
Co\umn [B]:
Column [C]:
Column {D]:
Column [E]:

Schedule CSB-4
From Column [A]
Column [A] . Column [B]
Engineering Staff Report
Column [C] x Column [D]



LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

Bella Vista Water Company
Docket No. W-02465A-09-041 1
Test Year Ended March 31, 2009

Schedule CSB-20

OPERATING INCOME ADJUSTMENT no. 7 - PROPERTY TAX EXPENSE

rAn IBO

$ $

$
$

$

4
$
$

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Staff Adjusted Test Year Revenues
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule CSB-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWlP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate

3,526,033
2

7,052,066
3,526,033

10,578,099
3

3,526,033
2

7,052,066
37,989
3.305

7,086,750
21.0%

1,488,218
9.8053°/o

$

3,526,033
2

7,052,066
3,368,105

10,420,171
3

3,473,390
2

6,946,781
37,989
3,305

6,981,465
21.0%

1,466, 108
9.8053%

$
16
17

Staff Test Year Adjusted Property Tax (Line 14
Company Proposed Property Tax

* Line 15) $ t45,924
159,659

18

19
20
21

(13,735)Staff Test Year Adjustment (Line 16-Line 17) $
Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Expense Due to Increase in Revenue Requirement

$
$
$

143,756
145,924

(2,168)

22
23
24

Increase to Property Tax Expense
Increase in Revenue Requirement
Increase to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$ (2,168)
(157,928)

1.372742%

r



Ill

Bella Vista Water Company
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Schedule CSB-21

OPERATING INCOME ADJUSTMENT no. 8 - TEST YEAR INCOME TAXES

(A) (8)LINE
n o. DESCRIPTION

$
$
$
$

Test Year
3,526,033
2,885,725

76,014
564,295
6.968%

$ 39,320
$
$
$
$
$
s

524,975
7,500
6,250
e,so0

91,650
64,591

Calculation of Income Tax:
1 Revenue
z Less; Operating Expenses - Excluding Income Taxes
3 Less: Synchronized Interest (L17)
4 Arizona Taxable Income (L1- L2 - LE)
5 Arizona State Income Tax Rate
6 Arizona income Tax (L4 x L5)
7 Federal Taxable Income (LE - LG)
8 Federal Tax on First Income Bracket ($1 - $50,000) @ 15%
9 Federal Tax on Second Income Bracket ($51,001 - $75,000) @ 25%

10 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
11 Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39%
12 Federal Tax on Fifth Income Bracket ($335,001 - $10,000,000) @ 34%
13 Total Federal Income Tax
14 Combined Federal and State Income Tax (Le + L13)

$
$

178,4m
217,811

$
Calculation of Interest Svnchronization:

15 Rate Base (Schedule CSB-13, Col. (C), Line 16)
16 Weighted Average Cost of Debt
17 Synchronized Interest (L16 x L17) $

3,800,682
2.00%

76,014

18
19
20

Income Tax - Per Staf'f $
\come Tax - Per Company $

Staff Adjustment S

217,811
(10,068)
227,880
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Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Schedule CSB-1

REVENUE REQUIREMENT

LINE
NO. DESCRIPTION

IA]
COMPANY
ORIGINAL

COST

[B]
STAFF

ORIGINAL
COST

1 Adjusted Rate Base $ 742,657 $ 457,384

2 Adjusted Operating Income (Loss) $ (81,316) $ (38,167)

-8.34%3 Current Rate of Return (L2 l LI) -10.95%

4 Required Rate of Return 12.80% 8.60%
J
I

$ 95,060 $ 39,335

$ 176,376 $ 77,502

5 Required Operating Income (L4 * LI)

6 Operating Income Deficiency (L5 - LE)

7 Gross Revenue Conversion Factor 14516941 1 .6545626

8 Increase (Decrease) in Gross Revenue (LE * LG) 35 256,044 35 128,232

9 Adjusted Test Year Revenue $ 191,966 $ 191,966

$ 448,011 $ 320,19810 Proposed Annual Revenue (LB + LE)

11 Required Increase/(Decrease in Revenue) (°/,) (L8/L9) 133.38% 66.80%

References:
Column [A]: Company Schedules A-1, C-1, C-3, 3. D-1
Column lB]: Staff Schedules CSB-2, CSB-3, & CSB-10



Schedule CSB»2Northern Sunrise Water Company
Docket No. W~02453A-09-0412
Test Year Ended March 31, 2009

GROSS REVENUE CONVERSION FACTOR

(A) (B) (C) (D)LINE
NO DESCRIPTION

1
2
3
4
5
6

Caloulafion of Gross Revenue Conversion Factor:
Revenue
Uncollectible Factor (Line t 1)
Revenues (LI - LE)
Combined Federal and State income Tax and Property Tax Rate (Line 23)
Subtotal (LE _ LE)
Revenue Conversion Factor (L11Ls)

100.0000%
0.0000%

100.0000%
39,5611 %
60. 4389%
1 .654563

7

B

9

10

11

Calculation of Uncollectible Factor:
Unity
Combined Federal and Stale Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Uncollectible Rate
Uncollectible Factor (LE ' L10 )

1D0.0000%
38.5989%
6'1.4011%
00000%
00000%

100.0000%
6.96B0%

93.0320%
34.0000%
31 .6309%

Calculation of Effective Tax Rate:
12 Operating Income Before Taxes (Arizona Taxable Income)
13 Arizona State income Tax Rate
14 Federal Taxable Income (L12 - L13)
15 Applicable Federal Income Tax Rate (Line 53)
16 Effective Federal Income Tax Rate (L14 x L15)
17 Combined Federal and Stale Income Tax Rate (L13 +L16) 3B5989%

s
I

100.0000%
3B.59B9%
61 4011%
1.5670%

0 9622 %

Calculation of Effeefive Properly Tax Factor
18 Unity
19 Combined Federal and Stale Income Tax Rate (L17)
20 One Minus Combined Income Tax Rate (L18-L19)
21 Property Tax Factor (CSB-18, Col B, L24)
22 Effective Property Tax Factor (L20'L21)
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 39.5611%

$ 39,335
(38,167)

24 Required Operating Income (Schedule CSB-1, Line 5)
25 AdjusledTest Year Operating Income (Loss) (Sch CSB-10, Col C, Line 34
26 Required Increase in Operating Income (L24 - L25) $ 77,502

$ 24,727
(23,993)

27 Income Taxes on Recommended Revenue (Col. [C], L52)
28 Income Taxes on Test Year Revenue (Col. [A], L52)
29 Required Increase in Revenue Io Provide for Income Taxes (L27 - L2B) 48,720

$ 320,198
00000%

$
$

30 Recommended Revenue Requirement (Schedule CSB-1, Line 10)
31 Uncollectible Rate (Line 10)
32 Uncolllectible Expense on Recommended Revenue (L30"L31)
33 Adjusted Test Year Uncollectible Expense
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33)

$ 11,034
9,025

35 Property Tax with Recommended Revenue (CSB-18. Col B, L19)
36 Property Tax on Test Year Revenue (CSB-18, Col A, L16)
37 Increase in Property Tax Due to Increase in Revenue (L35-L36)
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) $

2.009
128,232

Test
Year

19'l,966
254,126

$
$

128_232
2.w9

Staff
Recommended
$ 320,198
S 256,136
3 _
s 64,062

6596BO%
4,464

59,599

(62, 1 ea)
6.9680%

(4. 331 )
(57,828)

39
40
41
42
43
44
45
46
47
48
49
50
51
52

$
$
$
$
$
$
$
$
$

$
$
$
s
s
$
$
$
$

Calculation of income Taxi
Revenue (Schedule CSB»10, Col. [C], Line 4 8. Sch. CSB-1, Col. [D] Line $
Operating Expenses Excluding Income Taxes $
Synchronized Interest (L56) $
Arizona Taxable income (L39 - L40 - L41) $
Arizona State Income Tax Rate
Arizona Income Tax (L42 x L43)
Federal Taxable Income (L42 - L44)
Federal Tax on Income Bracket - Not Used
Federal Tax on Income Bracket - Not Used
Federal Tax on Income Bracket Not Used
Federal Tax on Income Bracket - Not Used
Federal Tax on All Income ($0 -$10,000,00Cl) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L44 + L51)

(19,662)
(19,662)
(23_9931

20,264
20.264
24,727

53 Applicable Federal Income Tax RaW [Col. [C]_ L51 . Col. [A], L51] I [Col [C], L45 - Col, [A], L45] 34.0000-v.,

$ 457.384
0.0000%

Ca/culalion of Interest Svnchronizafioni
54 Rate Base (Schedule CSB-3, Col. (C), Line 14
55 Weighted Average Cost of Debt
56 Synchronized Interest (L45 X L46) $



Northern Sunrise Water Company
Docket No. W»02453A-09-0412
Test Year Ended March 31, 2009

Schedule CSB-3

RATE BASE - ORIGINAL COST

(A)
COMPANY

AS
FILED

(B) (C)
STAFF

AS
ADJUSTED

LINE
no.

STAFF ADJ
ADJUSTMENTS no.

s $ $1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service $

815,886
42,738

773,148 $

(88,075) 1, 2
(11,624) 3
(76,451) $

727,812
31.114

696,697

LESS;

4 Advances in Aid of Construction (AIAC) $ $ $
1
I

5 Service Line and Meter Advances $ 410 $ $ 410

$ $ $6
7
8

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CiAC $

26,000
63

25,937 $

26,000
63

25,937

9 Total Advances and Contributions $ 26,347 $ $ 26,347

10 Customer Deposits $ 8 7,972 4 $ 7,972

11 Accumulated Deferred Income Taxes $ 4,144 $ 200,850 5 S 204,994

ADD;

12
13

Working Capital $
$

$
$

$
$

14 Total Rate Base $ 742,657 35 (285,273) $ 457,384

References;
Column [A], Company Schedule B-1, Page 1
Column [B]: Schedule CSB-4
Column [C]: Column [A] + Column [B]
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Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Schedule CSB-4

SUMMARY oF RATE BASE ADJUSTMENTS

[A] l o ]
ADJ No 2 ADJ NO. 3

[E]
ADJ ND. 4

[F]
ADJ No. 5

[G]

LINE
NO. PLANT IN SERVICE

COMPANY
AS FILED

s

[Bl
Adi No.1

lnadequatety
Supported Plant, Regulatory Accumulated Customer

AFUDC Asset Depreciation Deposits
Ref: Sch CSB»5 \Ref: Sch CSB-6 fRet: Sch CSB-7 Ref; Sch CSB-8
s $ s s

ADIT STAFF AS
Ref: Sch CSB~9 I ADJUSTED
$ s

890
23,926

281,810
51,378
34,064

(4,413)

890
23,926

277,397
51 ,378
34,064

1,293
92,122 (19,041)

1 ,293
73,081

102,018
36,763
30,t06

8,244
59,298

102,018
36,763
30,106

8.244
59,298

23,472 23.472

I
I

5,881 5.881

64,621 (64,621)

$

Acct.
No, Plant Description
301 Organization Cost
302 Franchise Cos!
303 Land and Land Rights
304 Structures and Improvements
305 Collecting and impounding Res.
307 Wells and Springs
309 Supply Mains
310 Power Generation Equipment
311 Electric Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs & Standpipe
331 Transmission and Distribution Mains
333 Services
334 Meters
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Miscellaneous Equipment
340 Office Furniture and Fixtures

340.1 Computers and Software
341 Transportation Equipment
343 Tools and Work Equipment
344 Laboratory Equipment
345 Power Operated Equipment
346 Communications Equipment
347 Miscellaneous Equipment
348 Other Tangible Plant

Rounding
Total Plant in Service

Less: Accumulated Depreciation
Net Plant in Service

s
$
s

815,886
42,738

773,148

$
$
$

(23,454) s
_ s

(23,454) $

(64,621) $
_ s

(64,621) $

. s
(11,524) s
11,624 $

$
$
S $

727,812
31,114

696,697

$ $ s $

1
2
3
4
5
5
7
B
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
aL
33
34
35
. n

LESS:
Advances in Aid of Construction (AIAC)
Service Line and Meter Advances

$

$

. s
410

$
s 410

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization of CIAC

Net GIAC

$
s
$

26,000
63

25,937 s s

$
$
s

26,000
63

25,937

Total Advances and Net Contributions s

$

25,347 s

$

s

$

$ s s $ 26,347

7.972Customer Deposits
Accumulated Deferred Taxes

$
$ 4.144 200,850

$
$

7.972
204,994

ADD.
Working Capital Allowance

37
38
39
'OU
41
44
43
44
49
46
47
48
49 Total Rate Base

s
$
s 742,657 $ (23,454) $ (64,621) $ 11,624 $ (7,972) s

. s
_ $

(200,850) s 457,3B4



LINE
no. DESCRIPTION

PLANT
SELECTED
IN SAMPLE

INADEQUATELY
SUPPORTED

AFUDC COSTS
STAFF

As ADJUSTED

'-I-lllllllllllll ill | ll Il H l l

Northern'Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Schedule CSB-5

RATE BASE ADJUSTMENT no. 1 _ INADEQUATELY SUPPORTED PLANT, AFUDC

[A] [B] [C]

1 2009 Plant Addition, Acct No. 304 - Structures and Improvements
2009 Plant Addition, Acct NO. 311 - Pumping Equipment

$ 5

2

3 Total $

52,523
23,996

76,519 3

(4,413) $
(19,041)

(23,454) $

48,110
95,830

143,940

References:
Column A: Company Schedule B-2
Column B: Testimony, CSB, Company Data Request Responses CSB 3.5
Column C: Column [A] + Column [B]

5
J



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Schedule CSB-6Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

RATE BASE ADJUSTMENT no. 2 - REGULATORY ASSET

[A] [B] [C]

1 Other Tangible Plant Regulatory Asset $ 64,621 $ (64,621) $

References:
Column A: Company Schedule B-2
Column B: Testimony, CSB, Data Request Response CSB 3-5 and CSB 10-3
Column C: Column [A] + Column [B] x



RATE BASE ADJUSTMENT no. 3 .. ACCUMULATED DEPRECIATION

LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Schedule CSB-7
Page 1 of 4

[A] [B] [C]

1 Accumulated Depreciation $ 42,738 35 (1 1 ,624) $31,114

References:
Column A: Company Schedule c-1
Column B: Testimony, CSB, Data Request Response CSB 3-6
Column C: Column [A] + Column [B]
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LINE
NO. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Schedule CSB-8

RATE BASE ADJUSTMENT no. 4 - CUSTOMER DEPOSITS

[B] IC]

1 Customer Deposits $ 35 7,972 $ 7,972

References:

[A]

Column A: Company Schedule B-2
Column B: Testimony, CSB, Data Request Response CSB 3-8
Column C: Column [A] + Column [B]
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J



LINE
no. DESCRIPTION

PER
COMPANY ADJUSTMENT

PER
STAFF

Northern Sunrise Water Company
Docket No. W~02453A-09-0412
Test Year Ended March 31, 2009

Schedule CSB-9

RATE BASE ADJUSTMENT no. 5 - ACCUMULATED DEFERRED INCOME TAXES

[A] IB] [01

3

$

733,894 $
747,211
(13,317) 3

31.1%
(4,142)

(733,894) $
(88,075)

(645,819) $
31 .1%

(200,850)

659,136
(659,136)

31.1%
(204,991)

Tax Value of Fixed Assets
Less: Book Value Fixed Asset Value (From Line 23)

Subtotal
Multiplied by
Noncurrent Future Tax Asset/(Liability)
Reconciling Amount

$ (4,142) $ (204,991)

Tax Value of AIAC
Less: Book Va\ue of AIAC

$ $
s
I

$

$ S
38.0%

$
0 38.6%Multiplied by

Noncurrent Future Tax Asset/(Liability)

Net Assetl(Liability) $ (4,142) $ (200,850) $ (204,991 )

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23

Plant-in-Service
Acc um, Depress.
CIAC
Fixed Assets

Book Value
Per Company
$ 815,886 $
36 (42,738) s
$ (25,937) $
$ 747,211 35

Adjustment
(88,075) $

.. 8
- $

(88,075) $

Book Value
Staff

727,811
(42,738)
(25,937)
659,136

References:
Column A: Company Schedule B-2, page 5
Column B: Testimony, CSB, Company Data Request Responses CSB 3-30
Column C: Column [A] + Column [B]



Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Schedule CSB-10

OPERATING INCOME - TEST YEAR AND STAFF RECOMMENDED

[A] [B] [D] [E]

LINE
NO. DESCRIPTION

COMPANY
TEST YEAR

As FILED

STAFF
TEST YEAR ADJ

ADJUSTMENTS no.

[C]
STAFF

TEST YEAR
As

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

$ 188,572 s $ 188,672 $ 128,232 $ 316,904
REVENUES;

Metered Water Sales
Water Sales - Unmetered
Other Operating Revenues

Total Revenues $
3,294

191,966 s s
3,294

191,966 $ 128.232 $

3,294
320,198

EXPENSES;
$ $ $ $ $

16,012 16,012 16,012

178
5,094

178
5,094 lI

178
5,094

1,302
161,902

3,787
140

(25,774) 1.2.3
1,302

136,128
3,787

140

1,302
136,128

3,787
140

21,524
9,692

21 ,524
9.692

21 ,524
9,692

(16,582)
(610)

4

5

587
8.418

11.116
3.306

27,817

587
8,418

11.116
3,306

27,817

567
25,000
1 1,726
3,306

36,631 (8,814) 6

Salaries and Wages
Purchased Water
Purchased Power
Fuel for Power Production
Chemicals
MaleNals & Supplies
Outside Services
Outside Services- Legal
Outside Services- Other
Water Testing
Equipment Rental
Rents
Transportation Expenses
Insurance - General Liability
insurance - Health and Life
Reg. Comm. Exp.
Reg. Comm. Exp. - Rate Case
Miscellaneous Expense
Bad Debt Expense
Depreciation Expense
Taxes Other Than income
Property Taxes
income Taxes

13,128
(36,727)

(4,104)
12,734

7

8

9,025
(23,993)

2,009
48,720

11,034
24,727

Total Operating Expenses s 273,282 s s 230,133 $ 50,730 $ 280,863

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
31
32
33
34 Operating Income (Loss) $ (81,316) s

(43,149)

43,149 S (38,167) $ 77,502 $ 39,335

References:
Column (A): Company Schedule C-1, Page 2
Column (B): Schedule CSB-10
Column (C): Column (A) + Column (B)
Column (D): Schedules CSB~1 and CSB-2
Column (E): Column (C) + Column (D)
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LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS
(Col C . Col A)

STAFF
As ADJUSTED

COSTS To BE ALLOCATED To NORTHERN SUNRISE

Description
Amount

(Per RUCO 3.01)

Unallowable

Costs
(Sch CSB-6, P2)

Direct Costs
of Unregulated

Affiliate(s)

Allowable
Common Costs

Al\ocated to
All 70 Companies

AHocation7

%

Costs to be
Allocated to

Northern
(Col | X Col J)

Northern Sunrise Water Company
Docket No. W»02453A-09»0412
Test Year Ended March 31, 2009

Schedule CSB-12
Page 1 off

OPERATING INCOME ADJUSTMENT no. 1 . EXPENSE ALLOCATIONS
FROM UNREGULATED AFFILIATE

[A] [B] [C]

s $ 156,641
3.132

159,773$

156,641
5,261

161.902 $

- as
(2,129)
(2,129) $

ID] [E] [F] [G] [H] m [J] [K]

68,081
46,980
13,853
45,220

972.59
671.15
197.90
646.00

$

$

$

$
$
$
$
$
$
S

1 Contractual Services - Other
2 Corporate Expense Allocation
3 Total Contractual Services - Other
4
5
6
7
8
9
10
1 1
12 Audit*
13 Tax Services2
14 Legal-Generals
15 Other Professional Servioes4
16 Management Fee
17 Unit Holder Communications
18 Trustee Fees
19 Escrow and Transfer Fees
20 Rent
21 Licenses/Fees and Permits
22 Office Expensess
2:3 Depreciation Expenses
24
25
26 Foot Note 1: Audit - As the parent company's lenders require the APlF to have annual financial audits, Staff assigned the
27 majority of the cost (i.e., 90 percent) to APIF and the remaining 10 percent to its 70 companies/interests.
28
29 Foot Note 2: Tax Services - Given the tax complexity of the APlF's many holdings and transactions, Staff assigned the
30 majority of the cost (i.e., 90 percent) to APIF and the remaining 10 percent to its 70 companies/interests.
31
32 Foot Note 3: Legal, General - Staff reviewed the invoices and found that the very large majority of the cost
33 (i.e., 90 percent) was directly related to APlF and the remaining 10 percent to its 70 companies/interests.
34
35 Foot Note 4: Other Professional Services - Staff reviewed the invoices and found that the very large majority of the cost
36 (i.e., 90 percent) was directly related to APIF and the remaining 10 percent to its 70 companies/interests.
37
38 Foot Note 5: Office Expense - Staff reviewed the invoices and found that the very large majority of the cost
39 (i.e., 90 percent) was directly related to APIF and the remaining 10 percent to its 70 companies/interests.
40
41 Foot Note 6: Depreciation Expense - Given that most of AplF's plant costs benefit-primarily APIF, Staff assigned the
42 majority of the cost (i.e., 90 percent) to APlF arid the remaining 10 percent to its 70 companiesliriterests.
43
44 Foot Note 7: Allocation Percentage - Calculated as follows: 1 /70 companies = 1.43%. The 70 companies represents
45 the average of the year-end 2007, 71 companies, and year-end 2008, 70 companies.

$

$

$

$
$
$
$
$
$
$

8

$
$

680,812
469,804
138,531
452,202
563,803
145,658
127.116
85,354

273,965
14,565

555,759
189.797

3,697,367

35
$
$

- $
- $
- s
- $
_ s
- $
_ $
- $
.. s
- s

(123,829) $
- $

(123,829) $ (

(612,730) $
(422,824) $
(124,678) $
(406,982) $
(563,803) $
(145,658) $
(127,116) $
(85,354) $

(273,965) S
(14,565) $

(405,801) $
(170,818) $

:3,354,294) $

26.129
18,980

219,244

1.43% $

1.43% $

1.43% 55

1.43% $
1.43% $
1.43% $
1.43% $
1.43% $
1.43% $
1.43% $

1.43% $

143% S
$

373.27
271.14

3,132.05

References:

Column A: Company Schedule C~2
Column B: Testimony, CSB, Company Data Request Responses CSB 1.26, RUCO 3.01

Column C: Column [A] + Column [B]



Schedule CSB-12
Page 2 of 2

Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

W
Invoice No.Vendor

Grand 8¢ Toy
Grand 8 Toy
Dell
Stor-Tec Ltd.
Cableteck
Cableteck

612
612

LINE
no.
1
2
3
4
5
6
7
8

Category
Office Expenses
Office Expenses
Office Expenses
Office Expenses
Office Expenses
Office Expenses

Description of Unallowable Cost
Furniture
Furniture Installation
Deli Server and Software
Shelving
Telephone System
Phones/CablinglNetwork install
Total for Office Expenses

JF-394
10802

11009820-0074

Amount
$12,530
$60,909
$16.330

$7.459
$7,641

$18,960
$123,829

s
I



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS
(Col c _ Col A)

STAFF
As ADJUSTED

Outside
Services

Other

Northern Sunrise Wafer Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Schedule CSB-13

OPERATING INCOME ADJUSTMENT no. 2 - OUTSIDE SERVICES OTHER

IA] [B] [C]

Outside Services .. Other $ 159,589 $ (21,332) $ 138,257

2008 S
2009 $

$

1
2
3
4
5
6
7
8
9
10
11
12

Divided by 2
$

116,925 Company Sch E-2
159,589 Company Sch E-2
276,514

2
138.257

References:
Column AL Company Schedule C-2

Column B: Testimony, CSB, Company Data Request Responses to CSB 3-17
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPAN v
As FILED

STAFF
°JUSTMENTH
(CoIC-COIA)

STAFF
As ADJUSTED

Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Schedule CSB-14

OPERATING INCOME ADJUSTMENT no. 3 - GENERAL OFFICE ALLOCATION IAFFILIATE INCREASE

[A] [B] [C]

$ $ $ 159,5891
2
3
4
5
6

Outside Services - Other
Affiliate Increase

Total Outside Services - Other $

159,589
2,313

161,902 $

(2,313)
(2,313) $ 159,589

References:
Column AL Company Schedule C-2

Column B: Testimony, CSB, Company Data Request Responses to CSB 3-12 & 3-13
Column C; Column [A] + Column [B]

I
J



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Company Name

Total Rate
Case

Expense
Per Co.

Percent
of Total
Expense

Total Rate
Case Exp
Per Staff

From Line 19

Total Rate Case
For Each Company

Per Staff
Col F X Col G

Normalized
Rate Case
Expense

Col H/ 3 Years

Total Rate
Case Exp.

Company Name
Rate Case

Exp Amount

No. of Companies,
Systems, and
Consolidations

Average Rate
Case Expense

Col K l Col L

Name Docket Numbers

Northern Sunrise Water Company
Docket No. W-02453A-09»0412
Test Year Ended March 31, 2009

SChedule CSB-15

OPERATING INCOME ADJUSTMENT no. 4 - RATE CASE EXPENSE

IA] [B] [C]

Rate Case Expense - Northern Sunrise $ 25,000 $ (16,582) $ 8.418

ID] [E] [F] [G] [H] ll]

Bella Vista $250,000
Northern Sunrise $75,000
Southern Sunrise $125,000

Total $450,000

55.56% $
16.67% $
27.78% $

100.00%

151,530
151,530
151,530

$
$
$
s

84,183
25,255
42,092

151,530

$
$
$

281061
8,418

14.031

From Line 30
Three Companies 8< 1 Consolidation

Average Cost $
Multiplied by

Total Rate Case Expense-Per Staff $

37,883
4

151,530

IJ] [K] [L] [M]

Arizona-American Water Company' $
Arizona Water Company' $
Global Water Company" $

456,275
500,000
133,376

7  $
17 $

7  $
Total $

Divided by
Average Cost $

65,182
29,412
19,054

113,648
3

37,883

1 See Below for Docket Numbers

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

Arizona-American Water Company W-01303A-08-0227
Arizona Water Company
Global Water Company SW-20445A-09-0077,

'W-01445A.08-0440
et al

References:

Column A: Company Schedule C-1
Column B: Testimony, CSB, CSB 3-28
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Meals,
and

Entertainment,

Northern Sunrise Water Company
Docket No. W-02453A~09-0412
Test Year Ended March 31, 2009

Schedule CSB-16

OPERATING INCOME ADJUSTMENT no. 6 - MEALS, ENTERTAINMENT, & CONTRIBUTIONS

[A] [C]

1 Miscellaneous Expense $ 65,966 $ (610) $ 65,356

$ 610 CSB 3-2O

[8]

a

.r

References:

Column A: Company Schedule C-1 8< E-2
Column B: Testimony, CSB, Data Request CSB 3-20
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

PLANT in
SERVICE
Per Staff

Non Depreciable
or Fully Depreciated

PLANT

DEPRECIABLE
PLANT

(Col A - Col B)
DEPRECIATION

RATE

DEPRECIATION
EXPENSE

(Col C x Col D)

Schedule CSB-17
Northern Sunrise Water Company
Docket NO. W-02453A~09-0412
Test Year Ended March 31, 2009

OPERATING INCOME ADJUSTMENT no. 6 - DEPRECIATION EXPENSE on TEST YEAR PLANT

[A] IB] 1c1 [D] [E]

1 $ $ 890
23,926

s s890
23,926

277,397
51,378
34,064

277,397
51,378
34,064

9.237
1.284
1.134

1,293
73,081

1 ,293
73,081

65
9.135

102,018
36,763
30,106
8,244

59,298

102,018
36,763
30,105
8,244

59,298

2,265
735

1 .003
687

1.186

23,472 23,472 1 ,see

1
J

5,581 5.881 588

0.00%
0.00%
3.33%
2.50%
3.33%
2.00%
5.00%

12.50%
3.33%
2.22%
2.00%
3.33%
8.33%
2.00%
6.67%
6.67%
6.67%

20.00%
5.00%

10.00%
5.00%

10.00%
10.00%
10.00%

302 Franchise Cost
303 Land and Land Rights
304 Structures and Improvements
305 Collecting and Impounding Res.
307 Wells and Springs
309 Supply Mains
310 Power Generation Equipment
311 Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs and Standpipes
331 Transmission and Distribution Mains
333 Services
334 Meters and Meier Installations
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Miscellaneous Equipment
340 Office Furniture and Equipment
341 Transportation Equipment
343 Tools, Shop, and Garage Equipment
344 Laboratory Equipment
345 Power Operated Equipment
346 Communication Equipment
347 Miscellaneous Equipment
34B Other Tangible Equipment

Total Plant $ 727,812 $ $ 702,996 $ 28,885

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
29
30
31
32
33
34

Composite Depreciation Rate (Dear Exp/ Depreciable Plant):
CIAO:

Amortization of CIAC (Line 32 x Line 33):

$
$

4.11%
26,000
1.068

Depreciation Expense Before Amortization of CIAC1
Less Amortization of GIAC:

Test Year Depreciation Expense - Staff:
Depreciation Expense - Company:

Staff's Total Adjustment: $

s
$
$

28,885
1,068

27,817
36,631
(8,814)

References:
Column [A]:
Column [B]:
Column [C]i
Column [D]:
Column [E]:

Schedule CSB-4
From Column [A]
Column [A] _ Column [B]
Engineering Staff Report
Column [C] x Column [D]



STAFF
RECOMMENDED

LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Schedule CSB-18

OPERATING INCOME ADJUSTMENT no. 7 - PROPERTY TAX EXPENSE

IA] [Bl

$ $

$
$

$

191,966
2

383,933
320,198
704,131

3
234,710

2

191,966
2

383,933
191,966
575,899

3
191,966

2
383,933 $ 469,421

a

I

$
$

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Staff Adjusted Test Year Revenues
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule CSB-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Property Tax Rate

383,933
21.0%

80,626
11.1932%

$

469,421
21 .0%

98,578
11.1932%

$
16
17

Staff Test Year Adjusted Property Tax (Line 14
Company Proposed Property Tax

* Line 15) $ 9,025
13,128

(4,104)18
19
20
21

Staff Test Year Adjustment (Line 16-Line 17) $
Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Expense Due to Increase in Revenue Requirement

$
$
$

1 1 ,034
9,025
2,009

22
23
24

Increase to Property Tax Expense
Increase in Revenue Requirement
Increase to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$ 2,009
128,232

1.567048%



l

Northern Sunrise Water Company
Docket No. W-02453A-09~0412
Test Year Ended March 31, 2009

Schedule CSB-19

OPERATING INCOME ADJUSTMENT no. 8 . TEST YEAR INCOME TAXES

(A> (B)LINE
NO. DESCRIPTION

Test Year
191 ,966
254,125

$
$
$
$ (62,160)

6.968%
$

(57,828)
(4,331)

$
$
$
$
$
$ (19,662)

Calculation of Income Tax;
1 Revenue
2 Less: Operating Expenses - Excluding Income Taxes
3 Less: Synchronized Interest (L17)
4 Arizona Taxable income (L1- L2 - LE)
5 Arizona State Income Tax Rate
6 Arizona Income Tax (LE x L5)
7 Federal Taxable Income (L4 - LE)
B Federal Tax on Income Bracket - Not Used
9 Federal Tax on income Bracket - Not Used
10 Federal Tax on Income Bracket - Not Used
11 Federal Tax on Income Bracket - Not Used
12 Federal Tax on All income ($0 .$10,000,000) @ 34%
13 Total Federal income Tax
14 Combined Federal and State income Tax (Ls + L13)

$
$

(19,662)
(23,993)

$ 457,384
0.00%

Calculation of Interest Svnchronization:
15 Rate Base (Schedule CSB-13, Col. (C), Line 16)
16 Weighted Average Cost of Debt
17 Synchronized Interest (L16 x L17) $

18
19
20

Income Tax - Per Staff $
Income Tax - Per Company S

Staff Adjustment $

(23,993)
(36,727)
12,734
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Schedule CSB-1Southern Sunrise Water Company
Docket NO. W-02454A-09-041 3
Test Year Ended March 31, 2009

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

[A]
COMPANY
ORIGINAL

COST

[B]
STAFF

ORIGINAL
COST

1 $ 1 ,544,434 $ 727.139Adjusted Rate Base

2 Adjusted Operating Income (Loss) $ 6,042 $ 37,979

3 Current Rate of Return (LE l LI) 0.39% 5.22%

4 Required Rate of Return 12.80% 8.60%
1
I

$ 197,688 $ 62,534

$ 191,645 $ 24,555

5 Required Operating Income (L4 * L1)

6 Operating Income Deficiency (L5 - LE)

7 Gross Revenue Conversion Factor 16127997 1.6535915

8 Increase (Decrease) In Gross Revenue (LE * L6) $ 309,085 $ 40,604

9 Adjusted Test Year Revenue $ 444.136 $ 444,136

10 Proposed Annual Revenue (LB + LE) $ 753,222 $ 484,740

11 Required Increase/(Decrease in Revenue) (°/>) (L8/L9) 69.59% 9.14%

References:
Column [A]: Company Schedules A-1, C-1, C-3, & D-1
Column [B]; Staff Schedules CSB-2, CSB-3, a CSB-7



Schedule CSB-2Southern Sunrise Water Company
Doeket No. W-02454A-09-0413
Test Year Ended March 31, 2009 .

GROSS REVENUE CONVERSION FACTOR

(A) (B) (C) (D)LINE
no. DESCRIPTION

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Factor (Line 11)
Revenues (LI . LE)
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (LE - LE)
Revenue Conversion Factor (L11L5)

100.0000%
0.0000%

100.0000%
39.5256%
604744%
1.653591

7
B
g
10
11

Ca/culalion of Uncolledlible Faclori
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
UncoI\ec'Uble Rate
Uncollectible Factor (LE ' L10 )

'I000000%
3885989%
61 .401 1 'A
0.0000%
0.0000%

100.0000%
6.9680%

930320°/8
34.0000%
31 8309%

Calculation of ENeciive Tax Rafe:
12 Operating Income Before Taxes (Arizona Taxable Income)
13 Arizona Stale Income Tax Rate
14 Federal Taxable Income (L12 - L13)
15 Applicable Federal Income Tax Rate (Line 53)
16 Effective Federal Income Tax Rate (L14 x L15)
17 Combined FederaI and State Income Tax Rate (L13 +L16) 38 59a9v.

s

I

100.0000%
3B.5989%
61 .40th %
1.5092%

0. 9267 %

Calculation of Effective Prone/1v Tax Faclor
18 Unity
19 Combined Federal and State Income Tax Rate (L17)
20 One Minus Combined Income Tax Rate (L18-L19)
21 Property Tax Factor (CSB-18, Col B, L24)
22 Effective Property Tax Factor (L20'L21)
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22) 39.5256%

$ 62,534
37,979

24 Required Operating \come (Schedule CSB-1, Line 5)
25 AdjustedTest Year Operating Income (Loss) (Sch CSB-10, Col C, Line 34
26 Required Increase in Operating Income (L24 - L25) $ 24,555

$ 39,31 1
23,875

27 Broome Taxes on Recommended Revenue (Col. [C], L52)
28 Income Taxes on Test Year Revenue (Col. [A]_ L52)
29 Required Increase in Revenue to Provide for Income Taxes (L27 L28) 15,436

$ 484,740
0.0000°/¢>

$
$

30 Recommended Revenue Requirement (Schedule CSB-1, Line 10)
31 Uncollectible Rate (Line 10)
32 Urlcolllectible Expense on Recommended Revenue (L30'L31)
33 Adjusted Test Year Uncollectible Expense
34 Required lnerease in Revenue to Provide for Uncollectible Exp. (L32-L33)

$ 20,842
20,230

35 Property Tax with Recommended Revenue (CSB-18. Col B, L19)
36 Property Tax on Test Year Revenue (CSB-18, Col A, L16)
37 Increase in Property Tax Due to Increase in Revenue (L35-L36)
38 Total Required Increase in Revenue (L26 + L29 4» L34 + L37) $

613
40,604

Test
Year

444, 136
382,282

$
s

40.604
613

Staff
Recommended
s 484,740
s 382,895
$ _
$ 101,B45

6.96B0%
7,097

94,748

61.854
B.96B0%

4.310
57,544

$
$
$
$
$
8
$
$
$

$
$
$
s
$
$
$
$
fs

Calculation of Income Taxi
39 Revenue (Schedule CSB»10_ Col. [C], Line 4 8 Sch. CSB-1, Col. [D] Line $
40 Operating Expenses Excluding Income Taxes $
41 Synchronized Interest (L56) S
42 Arizona Taxable Income (L39 - L40 - L41) $
43 Arizona State Income Tax Rate
44 Arizona Income Tax (L42 x L43)
45 Federal Taxable Income (L42 - L44)
46 Federal Tax on Income Bracket - Not Used
47 Federal Tax on Income Bracket - Not Used
48 Federal Tax on Income Bracket - Not Used
49 Federal Tax on Income Bracket - Not Used
50 Federal Tax on All Income ($0 -$10_000.000) @34%
51 Total Federal Income Tax
52 Combined Federal and State Income Tax (L44 + L51)

19,565
19,565
23,875

32,214
32,214
39,311

53 Applicable Federal Income Tax Rate [CoI. [C], L51 . Col. (A], L51] I [CoI. [C], L45 Col, [A], L45] 34.0000%

$ 727, 139
o0000%

Calculation of Interest Synchronization:
54 Rate Base (Schedule CSB-3, Col. (C), Line 14
55 Weighted Average Cost of Debt
56 Synchronized Interest (L45 x L46) $
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Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Schedule CSB-3

RATE BASE .. ORIGINAL cosT

(B) (C)
STAFF

AS
ADJUSTED

LINE
NO.

(A)
COMPANY

AS
FILED

STAFF ADJ
ADJUSTMENTS no.

$ $ $1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service $

1,724,610
105,733

1,618,877 $

(280,054) 1, 2
(40,856) 3

(239,198) $

1,444,557
64,877

1,379,680

LESS;

4 Advances in Aid of Construction (AIAC) $ 2,870 s S 2.870
g
I

5 Service Line and Meter Advances $ $ $

$ 8 5 20,000
15

19,985

6
7
8

Contributions in Aid of Construction (GIAC)
Less: Accumulated Amortization

Net CIAC $

20,000
15

19,985 $

9 Total Advances and Contributions $ 22,855 $ $ 22,855

10 Customer Deposits 35 $ 22,298 4 $ 22,298

11 Accumulated Deferred Income Taxes $ 51,588 $ 555,800 5 $ 607,388

ADD;

12
13

Working Capital $
$

$
$

$
$

14 Total Rate Base 33 1 ,544,434 $ (817,296) $ 727.139

References:
Column [A], Company Schedule B-1, Page 1
Column [B]: Schedule CSB-4
Column [C]: Column [A] + Column [B]



Souther Sunrise Waler Company
Docket No W-02454A-09-D413
Test Year Ended March 31, 2009

Schedule CSB-4

SUMMARY OF RATE BASE ADJUSTMENTS
[A] [C]

ADJ No. 2
[D]

ADJ No. 3
IE]

ADJ NO 4
[Fl

ADJ No. s
[G]

LINE
N O PLANT IN SERVICE

COMPANY
As FILED

$

[Bl
Adi No.1

inadequately
Supported Plant,
AFUDC a Other

Ref: Sch CSB-5
$

Regulatory
Asset

Ref: Sch CSB-6
$

Accumulated
Depreciation

Ref: Sch CSB-7
s

Customer
Deposits ADIT STAFF AS

IRef1 Sch CSB-B Ref:  schcsa.9 I ADJUSTED
s 5 s

1
2
3
4
5

71
336.686
335,501 (25,311)

71
336.666
310,190

133,969
3.798

133,969
3.798

197,625 (13,B75) 183,750

263,512
85,865
70,365
18,257
18,416

(5,4B7)
263,512

80,378
70,365
18,257
18,416

21,516 21,516

B
10
-| 1
12
13
16
19
20
21
22
23
24
25
26
27
29 270 270

3.379 3.379

235,381 (235,381 )

l
4

s

Acct.
No. Plant Description
301 Organization Cost
302 Franchise Cost
303 Land and Land Rights
304 Structures and improvements
305 Collecting and impounding Res.
307 Wells and Springs
309 Supply Mains
310 Power Generation Equipment
311 Electric Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs & Standpipe
331 Transmission and Distribution Mains
333 Services
334 Meters
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Miscellaneous Equipmi
340 Office Furniture and Fixtures

340.1 Computers and Software
341 Transportation Equipment
343 Tools and Work Equipment
344 Laboratory Equipment
345 Power Operated Equipment
346 Communications Equipment
347 Miscellaneous Equipment
348 Other Tangible Plant

Rounding
Total Plant in Service

Less: Accumulated Depreciation
Net Plant in Service

$
$
s

1,724,610
105,733

1,618,877

s
$
s

(44,673) s
- s

(44,673) $

(235,381) s
. s

(235,381) s

- s
(40,856) s
40,856 $

$
$
$ $

1,444,557
64.877

1,379,680

2,870 s s $ s $ 2,870

31
32
33
34
35
36
37
38
OU
40
41
42

LESS3
Advances in Aid of Construction (AIAC)
Service Line and Meter Advances

$
$

s
s

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization of CIAC

Net CIAC

$
$
$

20,000
15

19,985

$
$
s

20,000
15

19,985

Total Advances aha Net Contributions s

$

22,855 s

$

s

s

$

$

$

s

S s 22,855

22,29BCustomer Deposits
Accumulated Deferred Taxes

$
s 51,5B8 555,800

$
$

22,29B
607,388

ADD:
Working Capilal Allowance

44
45
46
q I
48
'au
50
51
:oz
53
54
55
56 Total Rate Base

$
s
s 1,544,434 s (44,673) $ (235,381) $ 40,856 s (22,298) s

. s
- s

(555,800) s 727,139



LINE
no. DESCRIPTION

PER
COMPANY

scH B-2, pa ADJUSTMENT
STAFF

As ADJUSTED

PLANT
SELECTED
IN SAMPLE

INADEQUATELY
SUPPORTED

AFUDC COSTS
STAFF

As ADJUSTED

PLANT
PER

SCH B-2, PP

INADEQUATELY
SUPPORTED

PLANT COSTS

PLANT
PER

scH B-2, p3.3

Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Schedule CSB-5

RATE BASE ADJUSTMENT no. 1 - INADEQUATELY SUPPORTED PLANT, AFUDC

[A] [B] [C]

Acct No. 304 - Structures and Improvements $ 335,501 $ (25,311) $ 310,190

Acct No. 311 - Pumping Equipment 197,625 (13,875) 183,750

85,865
(5,002)

(485)
(5,487) $

85,865
(5,002)

(485)
80,378

1
2
3
4
5
6
7
8

9

Acct No. 331 - Transmission & Distribution Mains
Staff Adjustment - AFUDC -
Staff Adjustment - inadequately Supported Plant

Subtotal for Acct No. 331 Trans 8 Distrib Mains $ 85,865 $

TOTAL $ 618,991 $
r
I (44,673) s 574,31810

11

2009 Plant Addition, Acct No. 304 .. Structures and Improvements
2009 Plant Addition, Acct No, 311 - Pumping Equipment
2009 Plant Addition, Acct No. 331 - Transmission 84 District Mains

$ $ 2,948
738

95,830

99,516

12
13
14
15
16
17
18

19 $

28,259
14,613
5,002

47,874 $

(25.31 1) S
(13,875)
(5,002)

(44,188) $

20
21
22
23
24
25 Acct No. 331 - Trans 81 Distrib Mains $ 85,865 $ (485) $ 85,380

References:
Column A; Company Schedule B-2
Column B: Testimony, CSB, Company Data Request Responses CSB 4.5
Column C; Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

ll llllll1111-1

Southern Sunrise Water CoMpany
Docket NO. W-0245-'lA-09-0413
Test Year Ended March 31, 2009

RATE BASE ADJUSTMENT no. 2 .. REGULATORY ASSET

[A] [B] [C]

ScheduieCSB-6

1 Other Tangible Plant - Regulatory Asset fs 235,381 $ (235,381) $

References:
Column A: Company Schedule B-2
Column B: Testimony, CSB, Data Request Response CSB 3-5 and CSB 10-3
Column C: Column [A] + Column [B] '



RATE BASE ADJUSTMENT no. 3 - ACCUMULATED DEPRECIATION

LIN
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

ill\ | al | lllmllllll l ll H ll

Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Schedule CSB-7
Page 1 of 4

[A] [B]

1 Accumulated Depreciation $ 105,733 $ (40,856) $64,877

References: J

I

Column A: Company Schedule C-1
Column B: Testimony, CSB,
Column C: Column [A] + Column [B]

[C]
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LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
AS ADJUSTED

lllll\

4

Southern Stlnrise Water Company
Docket No. w-02454A-09-0413
Test Year Ended March 31, 2009

Schedule CSB-8

RATE BASE ADJUSTMENT no. 4 - CUSTOMER DEPOSITS

[A] [B] [C]

1 Customer Deposits $ $ 22,298 $ 22,298

References:
Column A: Company Schedule B-2
Column B: Testimony, CSB, Data Request Response CSB 4-8
Column C: Column [A] + Column [B]

s
I



LINE
no. DESCRIPTION

PER
COMPANY ADJUSTMENT

PER
STAFF

Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Schedule CSB-9

RATE BASE ADJUSTMENT no. 5 - ACCUMULATED DEFERRED INCOME TAXES

[A] [B] IC]

$ $

$ $

1,598,389
<1 ,598,389)

38.0%
(607,388)

Tax Value of Fixed Assets
Less: Book Value Fixed Asset Value (From Line 23)

Subtotal
Multiplied by
Noncurrent Future Tax Asset/(Liability)
Reconciling Amount

(1,463,108) 8
(488)

(1 ,462,620)
38.0°/o

(555,796)

(4)
$

1,463,108
1,598,877
(135,769) $

38.0%
(51 ,592)

4
(51 ,588) $ (607,388)

I

Tax Value of AIAC
Less: Book Value of AIAC

$ $ $

$ $
38.0%

$
0 38.6%Multiplied by

Noncurrent Future Tax Asset/(Liability)

Net Asset/(Liability) $ (51,588) $ (555,800) $ (607,388)

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23

Plant-in-Service
Acc um. Depress.
CIAC
Fixed Assets

Book value
Per Company Adjustment
$ 1,724,610 $ (488)  S
$ (105,733)  $ 0 $
3 (20,000)  $ - S
8 1,598,877 $ (488)  $

Book Value
Staff
1,724, 122
(105,733)

(20,000)
1,598,389

References:
Column A: Company Schedule B-2, page 5
Column B: Testimony, CSB, Company Data Request Responses CSB 1-10 and 1-1 1
Column CI Column [A] + Column [B]
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Schedule CSB-10Southern Sunrise Water Company
Docket NO. W-02454A-09-0413
Test Year Ended March 31, 2009

OPERATING \coME .. TEST YEAR AND STAFF RECOMMENDED

[A] [B] [D] [EI

DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR ADJ

ADJUSTMENTS no.

[C]
STAFF

TEST YEAR
AS

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

$ 433,457 $ $ 433,457 s 40,604 $ 474,061

10,679
484,7404

REVENUES:
Metered Water Sales
Water Sales - Unmetered
Other Operating Revenues

Total Revenues $

10,679
444,136 $ $

10,679
444,136 $ 40,604 $

6 EXPENSES:
$$ $ $ s

32,354 32,354 32,354

s

J

1,265
7,972

91
5,390

179,427
5,592

6,448 1,2,a

1 ,265
7,972

91
5,390

185,876
5,592

1 ,265
7,972

91
5,390

185,876
5,592

25,481
10,788

25,481
10,788

25,481
10,788

(27,636)
(773)

4

5

1 ,024
14.031
14,037
5,346

52,807

1 ,024
14,031
14,037

5.346
52,807

1,024
41,667
14,810
5.346

76,419 (23,612) 5

Salaries and Wages
Purchased Water
Purchased Power
Fuel for Power Production
Chemicals
Materials & Supplies
Outside Services
Outside Services- Legal
Outside Services- Other
Water Testing
Equipment Rental
Rents
Transportation Expenses
insurance - General Liability
insurance Health and Life
Reg. Comm. Exp.
Reg. Comm. Exp. » Rate Case
Miscellaneous Expense
Bad Debt Expense
Depreciation Expense
Taxes Other Than income
Property Taxes
Income Taxes

26,765
3,703

(6,536)
20.172

7

8

20,230
23,875

613
15,436

20,842
39,311

Total Operating Expenses $ 438,094 s (31 ,937) $ 406,157 $ 16,049 422,206

Operating Income (Loss) $ 6,042 $ 31,937 $ 37,979 $ 24,555 $ 62,534

References:
Column (A): Company Schedule C-1, Page 2
Column (B): Schedule CSB-8
Column (C): Column (A) + Column (B)
Column (D): Schedules CSB-1 and CSB-2
Column (E): Column (C) + Column (D)
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LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS
(Col C . Col A)

STAFF
As ADJUSTED

cosTs TO BE ALLOCATED TO SOUTHERN SUNRISE

Description
Amount

(Per RUCO 3.01)

Unallowable

Costs
(Sch csB-e, p2)

Direct Costs
of Unregulated

Affiliate(s)

Allowable
Common Costs

Allocated to
All 70 Companies

AIlocation7

"/0

Costs to be
Allocated to

Southern
(Col I x Col J)

I!l l l

Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Sohedu\e CSB-12
Page 1 of 2

OPERATING INCOME ADJUSTMENT no. 1 - EXPENSE ALLOCATIONS
FROM UNREGULATED AFFILIATE

[A] [B] [C]

$ $ 166,037
3,132

169,169$

166,037
13,390

179,427 $

- $
(10,258)
(10,258) $

lm [E] [F] [G] [H] m [J] [K]

68,081
46.980
13,853
45,220

972.59
671.15
197.90
646.00

$
$
$
$
s
$
$
$
$
$

1.43% $

1.43% $

1.43% $

1.43% $
1.43% $
1.43% $
1.43% 33
1.43% $
1.43% $
1.43% $

1.43% $

1.43% $
s

1 Contractual Services - Other
2 Corporate Expense Allocation
3 Total Contractual Services - Other
4
5
6
7
8
9
10
1 t
12 Audit*
13 Tax Servicesz
14 Legal-General3
15 Other Professional Services4
16 Management Fee
17 Unit Holder Communications
18 Trustee Fees
19 Escrow and Transfer Fees
20 Rent
21 Licenses/Fees and Permits
22 Office Expenses5
23 Depreciation Expenses
24
25
26 Foot Note 1: Audit - As the parent company's lenders require the APIF to have annual financial audits, Staff assigned the
27 majority of the cost (i.e., 90 percent) to APIF and the remaining 10 percent to its 70 companies/interests.
28
29 Foot Note 2: Tax Services - Given the tax complexity of the APlF's many holdings and transactions, Staff assigned the
30 majority of the cost (i.e., 90 percent) to APIF and the remaining 10 percent to its 70 companieshnterests.
31
32 Foot Note 3: Legal, General - Staff reviewed the invoices and found that the very large majority of the cost
33 (i,e., 90 percent) was directly related to APIF and the remaining 10 percent to its 70 companies/interests.
34
35 Foot Note 4: Other Professional Services - Staff reviewed the invoices and found that the very large majority of the cost
36 (i.e., 90 percent) was directly related to APIF and the remaining 10 percent to its 70 companies/interests.
37
38 Foot Note 5; Office Expense - Staff reviewed the invoices and found that the very large majority of the cost
39 (i.e., 90 percent) was directly related to APIF and the remaining 10 percent to its 70 companies/interests.
40
41 Foot Note 6: Depreciation Expense - Given that most of APlF's plant costs benefit primarily APIF, Staff assigned the
42 majority of the cost (i.e., 90 percent) to APIF and the remaining 10 percent to its 70 companies/interests.
43
44 Foot Note 7: Allocation Percentage - Calculated as follows: 1 /70 companies = 1.43%. The 70 companies represents

45 the average of the year-end 2007, 71 companies, and year-end 2008, 70 companies.

$
$
$
$
$
$
$
s
$
$
$
$
$

580.812
469.804
138.531
452,202
563,803
145,658
127,116
85,354

273,965
14,565

555,759
189,797

3,697,367

$
$
$

- s
- $
_ $
- $
... $
- $
- $
- $
- s
- $

(123,829) s
-  $

(123,829) $ (

(612,730) $
(422,824) $
(124,678) $
(406,982) $
(563,803) $
(145,658) $
(127,116) $

(85,354) $
(273,965) S

(14,565) $
(405,801) $
(170,818) $

3,354,294) $

26,129
18.980

219,244

373.27
271.14

3,132.05

References:
Column A: Company Schedule C-2
Column B: Testimony, CSB, Company Data Request Responses CSB 1.26, RUCO 3.01

Column C: Column [A] + Column [B]



Schedule CSB-12
Page 2 of 2

Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Invoice No.
612
612

ILIa
no.
1
2
3
4
5
6
7
8

Category
Office Expenses
Office Expenses
Office Expenses
Office Expenses
Office Expenses
Office Expenses

Description of Unallowable Cost
Furniture
Furniture Installation
Dell Server and Software
Shelving
Telephone System
Phones/CablinglNetwork install
Total for Office Expenses

Vendor
Grand & Toy
Grand 8< Toy
Dell
Stor-Tec Ltd .
Cableteck
Cableteck

JF-394
10802

11009820-0074

Amount
$12,530
$60,909
$16,330

$7,459
$7,641

$18,960
$123,829

a
I



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS
(Col C . Col A)

STAFF
As ADJUSTED

Outside
Services

Other

Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Schedule CSB-'13

OPERATING INCOME ADJUSTMENT no. 2 .. OUTSIDE SERVICES OTHER

[A] [B] [C]

Outside Services - Other $ 179,427 $ 21,043 $ 200,471

2008
2009

$
$
$

225,851 Company Sep E-2
175,090 Company Sch E-2
400,941

1
2
3
4
5
6
7
8
9
10
11
12

Divided by 2
$

2
200,471

References:
Column A: Company Schedule C-2

Column B; Testimony, CSB;
Column C: Column [A] + Column [B]



LINE

NO. DESCRIPTION
COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

x

Schedule csB-14Southern Sunrise Water Company
Docket No. w-02454A-09-0413
Test Year Ended March 31, 2009

OPERATING INCOME ADJUSTMENT no. 3 - GENERAL OFFICE ALLOCATION I AFFILIATE INCREASE

[A] [C]

$ $ 175,090- $
(4,337)
(4,337) $

1
2
3
4
5
6

Outside Services - Other
Affiliate Increase

Total Outside Services - Other $

175,090
4,337

179,427 $ 175,090

References:
Column A: Company Schedule C-2

Column B: Testimony, CSB
Column C; Column [A] + Column [B]

[8]

!

.r



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Company Name

Total Rate
Case

Expense
Per Co.

Percent
of Total
Expense

Total Rate
Case Exp
Per Staff

From Line 19

Total Rate Case
For Each Company

Per Staff
Col F x Col G

Normalized
Rate Case
Expense

Col H / 3 Years

Total Rate
Case Exp.

Company Name \Rate Case
Exp Amount

No. of Companies,
Systems, and
Consolidations

Average Rate
Case Expense

Col K / Col L

Name Docket Numbers

ll_

Southern Sunrise Water Company
Docket NO. W-02454A-09-0413
Test Year Ended March 31, 2009

Schedule CSB-15

OPERATING INCOME ADJUSTMENT no. 4 - RATE CASE EXPENSE

[A] [B] [Cl

Rate Case Expense - Southern Sunrise $ 41,667 5 (27,636) $ 14,031

[DI [E] [F] [G] [H] m

55.56% $
16.67% $
27.78% $

100.00%

151,530
151,530
151,530

$
$
$
$

84,183
25,255

$
$
$

28,061
8~'418

14,031

Bella Vista $250,000
Northern Sunrise $75,000

Southern Sunrise $125,000
Total $450,000

42,092
151,530

From Line 30
Three Companies 8¢ 1 Consolidation

Average Cost $
Multiplied by

Total Rate Case Expense-Per Staff $

37,883
4

151,530

[JI [K] Ru [M]

Arizona-American Water Company" S 456,275
Arizona Water Company' $ 50G,000
Global Water Company' $ 133,376

7  $
17 $
7  s

Total $
Divided by

Average Cost $

65,182
29,412
19,054

113,648
3

37,883

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

1 See Below for Docket Numbers

Arizona-American Water Company W-01303A-08-0227
Arizona Water Company W-01445A-08-0440
Global Water Company SW-20445A-09-0077, et al

Referengesi

Column A: Company Schedule C-1
Column B: Testimony, CSB
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Meals,
and

Entertainment,

Southey Sunrise Water Company
Docket No. W-02454A-09~0413
Test Year Ended March 31, 2009

Schedule csB-16

OPERATING INCOME ADJUSTMENT no. 6 .. MEALS, ENTERTAINMENT, & CONTRIBUTIONS

[A] [B] [C]

1 Miscellaneous Expense $ 14,810 $ (773) s 14,037

8 773 CSB 4-20
3

References:

Column A: Company Schedule C-1 & E-2
Column B; Testimony, CSB, Data Request CSB 4-20
Column C: Column [A] + Column [B]



LINE
no. IDESCRIPTI0N

PLANT In
SERVICE
Per Staff

Non Depreciable
or Fully Depreciated

PLANT

DEPRECIABLE
PLANT

(Col A » Col B
DEPRECIATION

RATE

DEPRECIATION
EXPENSE

(Col C x Col D)

*

Schedule CSB-17Southern Sunrise Water Company
Docket No. W-02454A-09~0413
Test Year Ended March 31, 2009

OPERATING INCOME ADJUSTMENT no. 6 - DEPRECIATION EXPENSE ON TEST YEAR PLANT

[Al [Bl [Cl rm [El

$ $ s
7171

336,686
310,190

3,798
133,969
183,750
263,512
80,378
70,365
18,257
18,416

336,886
310,190

3.798
133,969
183,750
263,512
B0,378
70,365
18,257
18,416

10,329
76

6,696
22,969
5,850
1.608
2,343
1 ,521

368

21,516
270

21,516
270

1,435
13

3,379 3,379 338

I
l

0.00% $
0.00%
0.00%
3.33%
2.00%
5.00%

12.50%
2.22%
2.00%
3.33%
8.33%
2.00%
6.67%
6.67%
5.00%
5.00%

10.00%
10.00%
10.00%

301 Organization Cost
302 Franchise Cost
303 Land and Land Riggs
304 Structures and improvements
309 Supply Mains

310 Power Generation Equipment
311 Electric Pumping Equipment
330 Distribution Reservoirs & Standpipe
331 Transmission and Distribution Mains
333 Services
334 Meters
335 Hydrants
336 Backflow Prevention Devices
339 Other plant and Miscellaneous Equipment
343 Tools and Work Equipment
345 Power Operated Equipment
346 Communications Equipment
347 Miscellaneous Equipment
34B Other Tangible Plant

Total Plant $ 1,444,557 $ $ 1 ,444,486 $ 53,549

1
2
3

4
6

7
8
9
12
13
14
15

16
17
18
20

21
22
23
24
25
29
30
31
32

33
34

Composite Depreciation Rate (Dear Exp / Depreciable Plant):
CIAC:

Amortization of CIAC (Line 32 x Line 33):
$
$

3.71%
20,000

741

Depreciation Expense Before Amortization of CIAC:
Less Amortization of CIACZ

Test Year Depreciation Expense . Staff:
Depreciation Expense - Company:

Staff's Total Adjustment: $

$
$
$

53,549
741

52,807
76,419

(23,512)

Referencest
Column [A]:
Column [B];
Column [C]:
Column [D]i
Column [Eli

Schedule CSB-4
From Column [A]
Column [A] - Column [B]
Engineering Staff Report
Column [C] x Column [D]



LINE
no. Property Tax Calculation

STAFF
As ADJUSTED

STAFF
RECOMMENDED

Southern Sunrise Water Company
Docket No. w-02454A-09-041 3
Test Year Ended March 31, 2009

Schedule CSB-18

OPERATING INCOME ADJUSTMENT no. 7 - PROPERTY TAX EXPENSE

tAl IB]

$ s

$
$

$

444,136
2

888,272
444,136

1 ,332,409
3

444,136
2

888,272
5,318

$

444,136
2

888,272
484,740

1,373,012
3

457,671
2

915,341
5,318

é
s

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Staff Adjusted Test Year Revenues
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule CSB-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 l Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWlP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Property Tax Rate

893,590
21.0%

187,654
10,7803%

$

920,659
21 .0%

193,338
10_7803%

$
16
17

Staff Test Year Adjusted Property Tax (Line 14
Company Proposed Property Tax

* Line 15) $ 20,230
26,765

(6,536)18

to
20
21

Staff Test Year Adjustment (Line 16-Line 17) $
Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Expense Due to Increase in Revenue Requirement

35
$
$

20,842
20,230

613

22
23
24

increase to Property Tax Expense
Increase in Revenue Requirement
Increase to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$ 613
40,604

1 .509242%



>

Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Schedule CSB-19

OPERATING INCOME ADJUSTMENT no. 8 . TEST YEAR INCOME TAXES

(A) (B)LINE
NO. DESCRIPTION

Test Year
444,136
382,282

$
$
s
$ 61,854

6.968%
$

57,544
4.310

$
$
$
$
$
$ 19,565

Calculation of Income Tax:
1 Revenue
2 Less: Operating Expenses - Excluding Income Taxes
3 Less: Synchronized Interest (L17)
4 Arizona Taxable Income (L1- L2 - LE)
5 Arizona State income Tax Rate
6 Arizona Income Tax (LE x L5)
7 Federal Taxable Income (L4 - LG)
8 Federal Tax on Income Bracket - Not Used
9 Federal Tax on income Bracket - Not Used
10 Federal Tax on Income Bracket - Not Used
11 Federal Tax on Income Bracket - Not Used
12 Federal Tax on All Income ($0 -$10,000,000) @ 34%
13 Total Federal Income Tax
14 Combined Federal and State Income Tax (LE + L1 3)

$
$

19,565
23,875

$ 727,139
0.00%

Calculation of Interest Svnchronizafion:
15 Rate Base (Schedule CSB-13, Col. (C), Line 16)
16 Weighted Average Cost of Debt
17 Synchronized Interest (L16 x L17) $

18
19
20

Income Tax - Per Staff $
Income Tax - Per Company $

Staff Adjustment $

23,875
3,7o3

20,172



CIINSULIDATED SYSTEMS
(BELLA VISTA, NIIBTIIEBN SUNRISE,

SOUTIIEBN SUNRISE)

I



c

Schedule CSB-1Consolidated Systems (Bellla Vista, Northern Sunrise, Southern Sunrise)

Docket No. W-02455A»09-0411, Et. AI

Test Year Ended: March 31 , 2009

REVENUE REQUIREMENT

LINE
NO. DESCRIPTION Bella Vista

Northern
Sunrise

s Ruthe rn
Sundse Consolidated

1 Adjusted Rate Base $ 3,800,682 $ 457,384 $ 727,139 $ 4,985,205

2 Adjusted Operating Income (Loss) $ 422,497 $ (38,167) $ 37,979 $ 433,378

3 Current Rate of Return (LE /LI) 11.12% -8.34% 5.22% 8.69%

4 Required Rate of Return 8.60% 8.60% 8.60% 8.60%

5 Required Operating Income (LE * L1) $ 326,859 55 39,335 $ 62,534 $ 428,728

6 Operating Income Deficiency (LE - LE) $ (95,638) $ 77,502 $ 24,555 $ (4,650)

7 Gross Revenue Conversion Factor 1 .65130 1 .65456 s
I 1 .65359 155170

8 Increase (Decrease) In Gross Revenue (L7 * LE) $ (157,928) $ 128,232 $ 40,604 $ (7,681)

9 Adjusted Test Year Revenue $ 3,526,033 $ 191,966 $ 444,136 $ 4.162.136

10 Proposed Annual Revenue (LB + LE) $ 3,368,105 $ 320,198 $ 484,740 $ 4.154.455

11 Required Increase/Decrease in Revenue (%) (L8/L9) -4.48% 66.80% 9.14% -0.18%

12 Number of Customers 7,500 349 789 8.638



a

Schedule CSB-2>nsolidated Systems (Eelila Vista, Northern Sunrise, Southern Sunrise)
acker No. W-02465A-09-0411, Et. AI
pSI Year Ended: March 31» 2009

r

ROSS REVENUE CONVERSION FACTOR

\IE (Al (B) (C) (D)
Q. DESCRIPTION

1
2
3
4
5
e

Calculation of Gross Revenue Conversion Factor:
Revenue
Uncollectible Factor (Line 11)
Revenues (LI - LE)
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subfoial (LE - LE)
Revenue Conversion Factor (L1 I L5)

1000000%
00000%

100.000D%
39.4562%
60.5438%
1.651 696

7
B
9
10
11

Calcu/affon of Uncollectible Factor;
Unity
Combined Federal and State Tax Rafe (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Uncol\ecub\e Rate
Uncollectible Factor (LE ' L10 )

100.0000%
38.59B9%
61 4011 %

0.0000%
0.0000%

100.0000%
6.9680%

93.0320%
34.0000%
31.61-109%

Calculation of Effective Tax Rate:
12 Operating Income Before Taxes (Arizona Taxable Income)
13 Arizona State Income Tax Rate
14 Federal Taxable Income (L12 - L13)
15 Applicable Federal Income Tax Rate (Line 53)
16 Effective Federal Income Tax Rate (LI 4 x L15)
17 Combined Federal and Stale Income Tax Rate (L13 +L16) 3885989%

1000000%
38.59B9%
61.4011%
1.3962%

1
I

0.8573%

Calculation of Effective Property Tax Factor
18 Unity
19 Combined Federal and State Income Tax Rate (L17)
Z0 One Minus Combined Income Tax Rate (L18-L19)
21 Property Tax Factor (Schedule CSB-5)
22 Effective Property Tax Factor (L20*L21 )
23 Combined Federal and State Income Tax and Properly Tax Rate (L17+L22) 39.4562%

$ 428,728
433,378

24 Required Operating Income (Schedule CSB-1, Line 5)
25 AdjustedTest Year Operating Income (Loss) (Schedule CSB~4)
26 Required Increase in Operating Income (L24 - L25) $ (44650)

S 203.702
206,625

27 Income Taxes on Recommended Revenue (Col. [C], L52)
28 Income Taxes on Test Year Revenue (Col [B], L52)
29 Required Increase in Revenue to Provide for Income Taxes (L27 L28) (2,923)

s 4,154.455
0.0000%

$
$

30 Recommended Revenue Requirement (Schedule CSB-1, Line 10)
31 Uncollectible Rate (Line 10)
32 Uncolllectible Expense on Recommended Revenue (L30"L31)
33 Adjusted Test Year Uncollectible Expense
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32~L33)

$ 175,071
175,178

$
(107)

(7,681)

35 Property Tax with Recommended Revenue (CSB-5)
36 Property Tax on Test Year Revenue (CSB-5)
37 Increase in Property Tax Due to Increase in Revenue (L35-L36)
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37)

Test
Year
4,162,136
3,522,t33

104,689
535,313
6.96B0%

37,301
498,013

$
$

Staff
Recommended

(7,681) $ 4,154.455
(107) $ 3,522,026

$ 104,689
$ 527,740

659680°/7
36,773

490,967

39
40
41
42
43
44
45
46
47
48
49
50
51
52

$
s
$
$
S
$
$
$
$

$
$
s
s
$
s
$
$
$

Calculation of Income Tax:
Revenue (Schedule CSB»4, Col [c]_ Line 5 8 Sch CSB-1, Cot. [D] Line 10) 3
Operating Expenses Excluding Income Taxes $
Synchronized Interest (L56) $
Arlzona Taxable income (L39 - L40 - L41) $
Arizona State Income Tax Rate
Arizona Income Tax (L42 x L43)
Federal Taxable Income (L42 - L44)
Federal Tax on Income Bracket - Not Used
Federal Tax on Income Bracket - Not Used
Federal Tax on Income Bracket - Not Used
Federal Tax on Income Bracket » Not Used
Federal Tax on All Income ($0 -$10,D00,000) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L44 + L51)

169,324
169,324
206,625

166,929
166,929
203,702

53 Applicable Federal Income Tax Rate [car [<:]. _51 . Col. {AI, L51] / [CDL [c], L45 . Col. PA], _45] 34.0000%

$5
Calculation of Interest Svnchronizafian:

54 Rate Base (Schedule CSB43, Col. (C), Line 14
55 Weighted Average Cost of Debt
56 Synchronized Interest (L45 X L46) 5

4,985.204
21000%
104.689
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Consolidated Systems (Bellla Vista, Northern Sunrise, Southern Sunrise)
Docket No W-024B5A-09-041 1, Et. Al
Test Year Ended: March 31, 2009

Schedule CSB-3

I RATE BASE »

Northern
Sunrise

Southern
Sunrise TotalBella Vista

$ _ $ $

327,399
1,312,116

71
336,686
310,190

1,132,179

890
23,926

277,397
51 ,378
34,064 133,969

3.798
1 ,293

73,081 183,7501,003,613
94,414

2,343,634
12,701,038
1,376,034

668,838
892,445

102,018
36,763
30,106

8,244
59,298

263,512
80,378
70,365
18,257
18,415

961
688,01 1

1,899,704
51,378

1,300,212
3,798
1,293

1,260,444
94,414

2,709,164
12,818,179
1,476,505

695,340
970,159

23,472 21,51669,551
202,929
161 ,264
74,353
63,819 270

1 14,539
202,929
161,264

74,353
64,089

31,548
403,818
110,348

5,881 3.379
31 v548

413,078
110,348

Acct.
No . F Plant Description

301 Organization Cost
302 Franchise Cost
303 Land and Land Rights
304 Structures and Improvements
305 Collecting and impounding Res.
307 Wells and Springs
309 Supply Mains
310 Power Generation Equipment
311 Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs and Standpipes
331 Transmission and Distribution Mains
333 Services
334 Meters and Meter Installations
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Miscellaneous Equipment
340 Office Furniture and Equipment

340.1 Computers and Software
341 Transportation Equipment
343 Tools, Shop, and Garage Equipment
344 Laboratory Equipment
345 Power Operated Equipment
346 Communication Equipment
347 Miscellaneous Equipment
34B Other Tangible Equipment

Total Plant in Service - Actual
Less: Accumulated Depreciation

Net Plant in Service

$
$
$

22,969,341
8,685,013

14,284,328

$

$

$

727,812
31,1 14

696,697

$
$
5

$1 ,444,557
64,877

1 ,379,6B0 S

25,141,709
8,781,005

16,360,705

2.870

Les s ;
Advances in Aid of Construction (AIAC)
Service Line and Meier Advances

$
$

6,781,443
556,325

$

$ 410
s
$

$

$

6,784,313
556,735

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization of CIAC

Net CIAC

$ 496,445
230,909
265,536

$ 26,000
63

25,937

$ 20,000
15

19,985

s 542,445
230,987
311,458

Total Advances and Net Contributions $ 7,603,304 $ 26,347 $ 22,855 $ 7,652,506

Customer Deposits
Accumulated Deferred Taxes

175,850
2,704,493

7,972
204,994

22,298
607,388

206,120
3,516,874

LINE

MQ.
1

2

3

4

5

6

7

8

g

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29
au

31

32

33

34

35

36

37
to

39
EU

41

42
48

44

45

46

47

ADD:
Working Capital Allowance as $ s $

Total Rate Base s 3,800.681 $ 457,384 s 727,139 $ 4,985,204
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LINE
NO, Property Tax Calculation Northern TotalI Bella Vista l Southern Total

Bella Vista Northern Southern Total

»

Qonsolidated Systems (Betlla Vista, Northern Sunrise, Southern Sunrise)
Docket No. W-02465A-09-041 1, Et. Al
Test Year Ended: March 31 2009

Schedule CSB~5

1

$ $ 191 ,966
2

383,933
191,966
575,899

3
191,966

2
383,933

$ $444,136
2

B88,272
444,136

1 ,332,409
3

444,136
2

888,272
5.318

1
2
3
4
5
6
7
8
9
'10
11
12
13
14
15

Staff Adjusted Test Year Revenues
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue (Test Year), Per Schedule CSB-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate

3,526,033
2

7,052,066
3,526,033

10,578,099
3

3,526,033
2

7,052,066
37,989
3,305

7,086,750
21.0%

1,488,218
9.8053%

383,933
21 .0%

80,626
11.1932%

893,590
21 .0%

187,654
10.7803%[

4,162.136
2

8.324,271
4,162,136

12.486,407
3

4,162,136
2

8,324,271
43,307
3,305

8,364,273
21 .0%

1,756,497
9.9732%l

I

16
17

145,924 .9,025 20,230 175,178Staff Test Year Adjusted Property Tax (Line 14 * Line 15)
Company Proposed Property Tax

$
$

$
s

$
$

$
$

18 Staff Test Year Adjustment (Line 16-Line 17) $ 145,924 $ 9.025 $ 20,230 $ 175,178

I

$ $ $ $

$ $

191,966
2

383,933
320,198
704,131

3
234,710

2

$ $

469,421

444,136
2

888,272
484,740

1,373,012
3

457,671
2

915,341
5,318

Staff Adjusted Test Year Revenues
Weight Factor
Subtotal (Line 19 * Line 20)
Staff Recommended Revenue, Per Schedule CSB-1
Subtotal (Line 21 + Line 22)
Number of Years
Three Year Average (Line 23 / Line 24)
Department of Revenue Mutilplier
Revenue Base Value (Line 25 * Line 26)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 27 + Line 28 _ Line 29)
Assessment Ratio
Assessment Value (Line 30 * Line 31)
Composite Property Tax Rate

3,526,033
2

7,052,066
3,368,105

10,420,171
3

3,473,390
2

6,946,781
37,989
3,305

6,981 ,465
21.0%

1,466,108
9.8053%

469,421
21.0%

98,578
11.1932%

920,659
21 .0%

193,338
10.7803%

4,162,136
2

8,324,271
4,154,455

12,478,726
3

4,159,575
2

8,31 9,151
43,307
3,305

8,359,153
21 .0%

1,755,422
9.9732%

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

Property Tax - Staff Recommended Rev (Line 34)
Staff Test Year Adjusted Property Tax Expense (Line 18)
Increase in Prop Tax Exp Due to lncr in Rev Requ (Line 36 Line 37)

$
$
$

143.756 $
145,924 $

(2,168) $

1 1 ,034
9,025
2,009

$
$
$

20,842
20,230

613

$
$
$

175,071
175,178

(107)

39
40
41

Increase to Property Tax Expense (Line 38)
Increase in Revenue Requirement (Line 22 _ Line 19)
Increase te Property Tax per Dollar Increase in Rev (Line39/Line 40)

$ (2,168) $
(157,928)

1.372742%

2,009
128,232

1.567048%

$ 613
40,604

1.509242%

$ (107)
(7,681)

1.396244%
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EXECUTIVE SUMMARY
BELLA VISTA WATER CQMPANY, DOCKET NO. W-02465A-09-0411

NORTHERN SUNRISE WATER COMPANY, DOCKET NO. W-20453A-09-0412
SOUTHERN SUNRISE WATER COMPANY, DOCKET NO. W-20454A-09-0413

BELLA VISTA WATER COMPANY, INC., NORTHERN SUNRISE WATER COMPANY,
INC., AND SOUTHERN SUNRISE WATER COMPANY, INC.,

DOCKET nos. W-02465A-09-0414,W-20453A-09-0414 AND W-20454A-09-0414

Staff continues to recommend approval of consolidated rates for Bella Vista Water Company,
Inc. ("Bella Vista"), Northern Sunrise Water Company, Inc. ("Northern Sunrise"), and
Southern Sunrise Water Company, Inc. ("Southern Sunrise"), collectively "Algonquin
Companies," as discussed in its direct testimony. Consistent with that recommendation, Staff
recommends approval of the Companies' proposed merger, transfer of assets and transfer of
certificates of convenience and necessity.

Staff recommends the following:

Consolidation (Bella Vista, Northern Sunrise, Southern Sunrise)
Staff recommends a $442,372 or 10.63 percent revenue increase ,from $4,162,136 to
$4,604,508. Staffs recommended revenue increase would produce an operating
income of $706,390 for an 8.80 percent rate ofretum on an OCRB of $8,027,155

For Bella Vista, the typical 5/8-inch x 3/4-inch meter residential customer with a
median usage of 4,500 gallons would experience a $1.27 or a 6.53 percent decrease in
his monthly bill, from $19.37 to $18.10, under Staffs surrebuttal rates. A typical bill
analysis is provided on surrebuttal Schedule CSB-8 RD, page l.

For Northern Sunrise, the typical 5/8-inch x 3/4-inch meter residential customer with a
median usage of 4,500 gallons would experience a $21.90 or a 54.75 percent decrease
in his monthly bill, from $40.00 to $18.10, under Staffs surrebuttal rates. A typical
bill analysis is provided on surrebuttal Schedule CSB-8 RD, page 2.

For Southern Sunrise, the typical 5/8-inch x 3/4-inch meter residential customer with a
median usage of 4,500 gallons would experience a $21.90 or a 54.75 percent decrease
in his monthly bill, from $40.00 to $18.10, under Staff's surrebuttal rates. A typical
bill analysis is provided on surrebuttal Schedule CSB-8 RD, page 3.

Staff is recommending consolidated rates for the Algonquin Companies. However, if the
Commission were to adopt stand-alone rates for the Algonquin Companies, Staff would
recommend the following :

Bella Vista .
Staff recommends a $166,411 or 4.72 percent revenue increase from $3,526,033 to
$3,692,444. Staffs recommended revenue increase would produce an operating
income of$535,716 for an 8.80 percent rate of return on an OCRB of $6,087,677.

The typical 5/8-inch x 3/4-inch meter residential customer with a median usage of
4,500 gallons would experience a $2.13 or a 10.98 percent increase in his monthly bill,



¢

from $19.37 to $21 .49, under Staffs surrebuttal rates.
provided on surrebuttal Schedule CSB-2 RD.

A typical bill analysis is v

Northern Sunrise
Staff recommends a $165,724 or 86.33 percent revenue increase from $191,966 to
$357,691. Staffs recommended revenue increase would produce an operating income
of $56,530 for an 8.80 percent rate of return on an OCRB of $642,392.

The typical 5/8-inch x 3/4-inch meter residential customer with a median usage of
4,500 gallons would experience a $31.45 or a 78.63 percent increase in his monthly
bill, from $40.00 to $71.45, under Staffs surrebuttal rates. A typical bill analysis is
provided on surrebuttal Schedule CSB-4 RD.

Southern Sunrise
Staff recommends a $140,492 or 31.63 percent revenue increase from $444,136 to
584,629. Staff' s recommended revenue increase would produce an operating income
of$1 14,144 for an 8.80 percent rate of return on an OCRB of $1,297,087.

The typical 5/8-inch X 3/4-inch meter residential customer with a median usage of
4,500 gallons would experience a $1 1.23 or a 28.06 percent increase in his monthly
bill, from $40.00 to $51.23, under Staffs surrebuttal rates. A typical bill analysis is
provided on surrebuttal Schedule CSB-6 RD.

Staff' s Surrebuttal Testimony responds to the Algonquin Companies' rebuttal testimony on the
following issues:

1. Merger

2. Rate Base
a. Retirements
b. Allowance for Funds Used During Construction ("AFUDC")
c. Acquisition Costs
d. Unsupported Plant
e. Accumulated Depreciation
f. Contributions In Aid of Construction ("CIAC")
g. Accumulated Deferred Income Taxes ("ADIT")
h. Customer Security Deposits

3. Operating Income
a. Corporate Expense Allocation
b. Water Testing Expense
c. Transportation Expense
d. Rate Case Expense
e. Outside Services Expense
f. Depreciation Expense
g. Property Tax Expense
h. Income Tax Expense

4. Rate Design



Surrebuttal Testimony of Crystal S. Brown
Docket No. W-02465A-09-04113 et al
Page 1

1 INTRODUCTION

2 Q. Please state your name, occupation, and business address.

3 A.

4

My name is Crystal S. Brown. I am a Public Utilities Analyst V employed by the Arizona

Corporation Commission ("ACC" or "Commission") in the Utilities Division ("StafF').

My business address is 1200 West Washington Street, Phoenix, Arizona 85007. ,5

6

7 Q- Are you the same Crystal S. Brown who filed direct testimony in this case?

8 A. Yes.

9 I

10 PURPOSE OF SURREBUTTAL TESTIMONY

11 Q- What is the purpose of your surrebuttal testimony in this proceeding?

12 A. The purpose of my surrebuttal testimony in this proceeding is to respond, on behalf of

13 Staff, to the rebuttal testimonies of Mr. Peter Eichler and Mr. Thomas Bourassa who

14

15

represent Bella Vista Water Company, Inc. ("Bella Vista"), Northern Sunrise Water

Company, Inc. ("Norther Sunrise"), Southern Sunrise Water Company, Inc. ("Southern

Sunrise"), collectively "Algonquin Companies" or "Companies".16

17

18 Q.

19

Did you attempt to address every issue raised by the Algonquin Companies in its

rebuttal testimony?

20 A.

21

22

23

No. I limited my discussion to certain issues as outlined below. My silence on any

particular issue raised in the Companies' rebuttal testimony does not indicate that I agree

with the Companies' stated rebuttal position on the issue. Rather, where I do not respond,

I rely on my direct testimony.
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Surrebuttal Testimony of Crystal S. Brown
Docket No. W-02465A-09-0411, et al
Page 2

4

1 Q-

2 A.

What issues will you address?

I will address the issues listed below that are discussed in the rebuttal testimony of the

3 Algonquin Companies' witnesses Mr. Peter Eichler and Mr. Thomas Bourassa.

4 1. Merger

2.5

6

7

8

9

10

11

12

13

Rate Base
a. Retirements
b. Allowance for Funds Used During Construction ("AFUDC")
c. Regulatory Assets
d. Unsupported Plant
e. Accumulated Depreciation
f. Amortization of CIAC
g. Accumulated Deferred Income Taxes ("ADIT")
h. Customer Security Deposits

I
a

14

15

16

17

18

19

20

21

3. Operating Income
a. Corporate Expense Allocation
b. Transportation Expense
c. Rate Case Expense
d. Outside Services Expense
e. Depreciation Expense
f. Property Tax Expense
g. Income Tax Expense

22 4. Rate Design

23

24 PROPOSED MERGER

25 Q-

26

Did Staff review the Algonquin Companies' joint application for approval of

authority to consolidate operations and for the transfer of utility assets to Bella

Vista?27

28 A. Yes. Staff reviewed the merger proposal.

29

30 Q- What are the Companies' primary reasons for the merger?

31 A.

32

According to the Companies' filing, the primary reasons for the merger are to reduce the

administrative burden for the Companies and the Commission, to enhance regional water
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1

2

3

management and conservation, and to improve the Companies' ability to spread the cost

of complying with changing federal, state, and local water quality standards. Also,

Northern Sunrise and Southern Sunrise customers would receive a rate decrease and Bella

4 Vista customers would receive access to water supply through an existing interconnection

5 between Northern Sunrise and Southern Sunrise.

6

7 Q.

8

9

Did Staff prepare a schedule showing the individual and consolidated revenue

requirements, rate bases, and operating income statements for Bella Vista, Northern

Sunrise, and Southern Sunrise?

10 A. Yes, see surrebuttal Schedules CSB=1 through CSB-5 for the consolidated systems.

11

12 Q. What is Staff's recommendation?

13 A.

14

Consistent with Staffs recommendation for approval of consolidated rates discussed in its

direct testimony and in this testimony, Staff recommends approval of the Companies'

15 proposed merger.

16

17 Q.

18

19

The Company has requested authority to transfer the assets and the certificates of

convenience and necessity of Northern Sunrise and Southern Sunrise to Bella Vista

as part of its consolidation request. What is the Staff recommendation?

20 A. Staff recommends that the Commission approve the Company's request.

21

22 SUMMARY OF PROPOSED REVENUES

23 Q. Please summarize Staff's recommended revenue on a consolidated basis.

24 A. On a consolidated basis, Staff recommends a revenue increase of $442,372 for a 10.63

25 percent increase over test year revenue of $4,162,136 The total annual revenue of
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¢ 1

1

2

34,604,508 produces an operating income of $706,390 or an 8.80 percent rate of return on

an original cost rate base of $8,027,155.

3

4 Q- Please summarize Staff's recommended revenue for each of the Companies on an

5 individual basis.

6 A. Staff recommends revenue requirements totaling $4,634,764, as shown in the chart below.

7
Adjusted
Test Year
Company

Recommended
Revenue

Surrebuttal

Bella Vista
Norther Sunrise
Southern Sunrise

$3,526,033

$191,966
$444,136

$3,6924444

$357,691

$584,629

Revenue Increase

S Change x % Change
$166,411 I 4.72%

$165,725 86.33%
$140,493 31.63%

8

9 Q- How does Staff's recommended revenue compare to the recommended revenue in

10 Staff's direct testimony?

11 A. Staffs recommended revenue has increased as shown in the chart below:

12
Staff
Recommended
Bella Vista

Northern Sunrise
Southern Sunrise

Direct
Testimony
$3,368,105

$320,198
$484,740

SLLrTebuttal
Testimony
$3,692,444

$357,691

$584,629

s Increase
$324,339

$37,493
$99,889

% Increase
9.63%

11.71%

20.61%

13

14 The increase reflects the adjustments made in Staffs surrebuttal testimony.

15

16

17

Under Staffs recommendation, the above proposed and recommended revenue increases

would apply to the customers of the Algonquin Companies on a consolidated basis as

18 follows :

19
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1 Consolidated

2

3

4

Staff recommends a $442,372 or a 10.63 percent revenue increase. Staffs recommended

revenue increase would produce an operating income of $706,390 for an 8.80 percent rate

ofretum on an OCRB of $8,027,155.

5

6 On an individual basis, the above proposed and recommended revenue increases would

apply to the customers of the Algonquin Companies as follows:

Bella Vista
)
I

Staff recommends a $166,411 or 4.72 percent revenue increase from $3,526,033 to

$3,692,444. Staff s recommended revenue increase would produce an operating income

of $535,716 for an 8.80 percent rate of return on an original cost rate base ("OCRB") of

$6,087,677.

Northern Sunrise

Staff recommends a $165,724 or 86.33 percent revenue increase from $191,966 to

$357,691. StafFs recommended revenue increase would produce an operating income of

$56,530 for an 8.80 percent rate of return on an OCRB of $642,392.

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

Southern Sunrise

23

24

Staff recommends a $140,492 or 31.63 percent revenue increase from $444,136 to

584,629. Staff's recommended revenue increase would produce an operating income of

$114,144 for an 8.80 percent rate of return on an OCRB of$1,297,087.
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4

1 RATE BASE

2 Q.

3

Please summarize Staffs adjustments to the Algonquin Companies' rate bases

shown on surrebuttal Schedules CSB-3 and CSB~4 of their respective schedules.

4 A. A summary of the Algonquin Companies' proposed and Staffs recommended rate bases

5 follow:

6

Bella Vista
Northern Sunrise
Southern Sunrise

Total

Per Companv
$6,343,311
$742,657

$1,544,434

$8,630,402

RATE BASE
Staffs

Adjustment
($255,634)
($100,265)
($247,347)
($603,247)

Surrebuttal
Per Staff

$6,087,677
$642,392

$1,297,087

$8,027,155

7

8 Q- How does Staffs recommended rate base compare to the recommended rate base in

9 Staff's direct testimony?

10 A.

11

Staffs recommended rate base has increased in aggregate by $3,04l,950, from $4,985,205

in its direct testimony to $8,027,155 in its surrebuttal testimony as follows :

12

STAFF RECOMMENDED RATE BASE

Bella Vista
Norther Sunrise
Souther Sunrise
Total / Overall

Direct
Testimony
$3,800,682
$457,384

$727,139

$4,985,205

Surrehuttal
Testimony
S 6,087,677

$ 642,392

$ 1,297,087

$8,027,155

$Chan2e
$2,286,995

$ 185,007

$ 569,948

$3,041,950

% Change
60.17%

40.45%

78.38%

61.02%

13

14

15

Rate Base Adjustment - Retirements

Has Staff reviewed Bella Vista's rebuttal testimony concerning its retirementQ.

16 adjustment?

17 A. Yes.

18
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1 Q- What is Bella Vista's primary concern?

2 A.

3

4

Bella Vista's primary concern is that, for certain plant accounts, Staffs retirements totaled

more than Bella Vista's additions for those accounts, indicating that some of the fully-

depreciated plant that Staff treated as retired is actually still in service.

5

6 Q- Is Bella Vista's concern valid?

7 A.

8

9

For rate base, it is not. There is no net impact on rate base because, regardless of whether

fully-depreciated plant is included or excluded from plant in service, the cost of fully-

depreciated plant is offset by accumulated depreciation. The concern, however, is valid

10 for depreciation expense because Bella Vista uses the group method of depreciation. This

11

12

methodology allows plant that has been filly depreciated to continue to be depreciated as

long as the plant item is still in service.

13

14 Q. Did Staff review the Company's alternative proposal for calculating retirements?

15 A. Yes.

16

17 Q- Does Staff have any concerns?

18 A. Yes.

19

20 Q. What are Staff's concerns?

21 A.

22

23

24

Bella Vista's methodology implies that retirements can only be caused by replacements.

This is not true. The following excerpt from the National Association of Regulatory

Utility Commissioners ("NARUC") Uniform System of Accounts accounting instruction

27 paragraph B (2) indicates that retirements can also occur without replacements:

25



BELLA VISTA RETIREMENTS

Reference :
Staff' s Direct
Testimony

Retirements Chan - e

Staff' s
SurrebuttalTestimonv

Retirements

Bella Vista Schedule CSB-7 $2,553,834 $(1,220,606) $1,333,228

* ¢
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J

1
2
3

When a retirement unit is retired from utility plant with or without
replacement, the book cost thereof shall be credited to the utility
plant account in which it is included .... (Emphasis added).

4

5 Q- Does Staff have another concern?

6 A.

7

Yes. The schedule that Bella Vista provided to Staff shows that it had $161,264 in

account no. 340.1 "Computers and Software" at December 31, 2000. During the

8

9

10

approximately eight intervening years between December 31, 2000, and the end of the

current test year, March 31, 2009, Bella Vista reports no retirements or additions. This is

unusual given the relatively fast pace that computers and software become obsolete.
1
;

11

12 Q- Notwithstanding Staff's aforementioned concerns, is the Company's methodology to

13 calculate retirements reasonable?

14 A. In general, yes.

15

16 Q- What is Staff's recommendation?

17 A. Staff recommends $1333,228 in retirements as shown on surrebuttal Schedule CSB-7.

18

19 Q. How does Staff's surrebuttal recommendation compare to its direct testimony

20 recommendation?

21 A. The comparison is as follows:

22

23
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1

2 Q-

3

Rate Base Adjustment .- Inadequately Supported Plant

Did Staff review the Conlpany's rebuttal testimony concerning inadequately

supported plant costs?

4 A. Yes. Staff will discuss the inadequately supported plant costs related to allowance for

funds used during construction ("AFUDC") separately from those related to a lack of

invoices.

AFUDC

Q.

A. The Companies are proposing to remove $40,887, $13,740, and $25,428 (totaling

$80,055) respectively for revisions made in calculating AFUDC for Bella Vista, Northern

Sunrise, and Southern Sunrise.

What was the Company's rebuttal testimony related to the AEUDC costs?

Q- Does Staff agree with these costs?

A. Yes, Staff accepts the Companies' adjustments for AFUDC.

Lack of Invoices

Q. Did Staff review Bella Vista's rebuttal testimony concerning inadequately supported

plant costs?

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

A. Yes .



INADEQUATELY SUPPORTED PLANT COSTS

Reference : Staff s Direct
Testimony
Adiustment Change

Staff' s
Surrebuttal
Testimony
Adjustment

$40,887Bella Vista Schedule CSB-6 $104,983 $145,870

Norther Sunrise Schedule CSB-5 $23,454 ($9,714) $13,740

Southern Sunrise Schedule CSB-5 $44,673 819,249 $25,428

Total $173,110 $11,928 $185,038

¢
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4

1 Q- Does Staff agree with Bella Vista?

2 A.

3

4

5

No. As Staff stated in its direct testimony, it is the Company's responsibility to support its

claimed costs. If inadequately supported plant costs are not removed, ratepayers are at

risk of paying for non-existent or overstated costs. Therefore, Staff continues to

recommend a disallowance of $104,983 for lack of invoices.

6

7 Q- What is Staffs full recommendation for inadequately supported plant?

8 A.

9

Staff recommends removing from plant in service $145,870, $13,740, $25,428, for Bella

Vista, Northern Sunrise, and Southern Sunrise, respectively.
I

1

10

11 Q- How does Staff's surrebuttal recommendation compare to its direct testimony

12 recommendation?

13 A.. The comparison is as follows:

14

15

16

17 Q-

18

Rate Base Adjustment - Regulatory Asset

Did Staff review the Company's rebuttal testimony concerning the regulatory asset

for Northern Sunrise and Southern Sunrise?

19 A.

20

Yes. Northern Sunrise and Southern Sunrise are proposing revised amounts of $48,984

and $l06,394, respectively (a total of $155,378) in order to reflect the actual costs

21 incurred.



REGULATORY ASSET

Reference :
Staff" s Direct
Testimony

Re~ ulatorv Asset Chan - e

Staffs Surrebuttal
Testimony

Re~ ulatow Asset

Norther Sunrise Schedule CSB-6 $0 $48,984 $48,984

Southern Sunrise Schedule CSB-6 M $106,394 $106,394

Total $0 $155,378 $155,378

Y
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1 Q- Does Staff agree with Northern Sunrise and Southern Sunrise?

2 A. Yes. The Companies documentation supports the amounts proposed.

3

4 Q- What is Staffs recommendation?

5 A. Staff recommends regulatory assets of $48,984 and $l06,394, respectively for Northern

Sunrise and Southern Sunrise as shown on surrebuttal Schedule CSB-6.6

7

8 Q. How does Staff's surrebuttal recommendation compare to its direct testimony

9 recommendation? !
I

10 A. The comparison is as follows:

11

12

13 Rate Base Adjustment - Accumulated Depreciation

14 Depreciation Methodology

15 Q. Did Staff identify an issue that was not explicitly addressed in its direct testimony?

16 A. Yes.

17

18 Q- What is the issue?

19 A. The issue is whether the Companies should continue using their current depreciation

20 methodology.
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4

1 Q- What depreciation methodology does Bella Vista currently use?

2 A.

3

Bella Vista currently uses the group method of depreciation. It applies straight line

depreciation to a group of assets rather than to individual assets as is typically done.

4

5 Q-

6

What is the primary difference between the group method and the individual asset

method of straight line depreciation?

7 A.

8

9

The group method of depreciation applies straight line depreciation to a group of assets.

The individual asset method applies straight line depreciation to individual assets. The

latter method is used by most regulated utilities in Arizona.
x
I

10

11 Q.

12

When is an asset considered fully depreciated under the group method and the

individual asset method of straight line depreciation?

13 A.

14

15

16

17

18

19

Under the group method of depreciation, plant assets are not considered fully depreciated

until they are retired. In other words, although the full cost of an asset has been recovered

through depreciation expense, it is not considered fully depreciated until it has been

retired. Depreciation expense will continue to be calculated on the asset as long as it is in

service. Under the individual asset method, assets are considered fully depreciated when

the full cost of the asset has been recovered through depreciation expense. Assets that

remain in service, though they are fully depreciated, will not continue to be depreciated.

20

21 Q. What types of problems can arise using the group method of depreciation?

22 A.

23

24

25

A problem arises when an asset has been taken out of service but the cost of that asset has

not been removed from the associated plant account. Depreciation expense will continue

to be calculated on the plant asset indefinitely even though it is not in service. This

scenario will cause depreciation expense to be over-stated.

26
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1 Q- Has Bella Vista recorded any retirements since its last rate case over eight years ago?

2 A. No, it has not recorded any retirements in over eight years since its last rate case.

3

4 Q_ How does this harm customers?

5 A. The customers are harmed because they are paying for plant assets that are not in service.

6

7 Q- What depreciation methodology does Staff generally recommend?

8 A.

9

Staff generally recommends the straight line individual asset methodology. Staff used this

methodology to and accordingly,expense, accnuuulated

10

calculate depreciation

depreciation in its direct testimony for this case.

11

12 Q- Did Staff recommend that Bella Vista discontinue using the group method of

13 depreciation in the Conlpany's last rate case?

14 A.

15

No, because the Company, who was under different ownership/management, was properly

recording retirements.

16

17 Q.

18

19

Does Staff recommend that the Algonquin Companies discontinue the use of the

group method of depreciation and begin using the individual asset method in the

instant case?

20 A. Yes.

21

22 Q. Why does Staff make this recommendation?

23 A.

24

25

26

The Algonquin Companies do not keep track of their retirements and have not removed

the cost from the associated plant accounts. Further, the group method of depreciation is

not recommended by the NARUC USOA. Accounting Instruction No. 33, "Operating

Income - Depreciation Expense" of the NARUC USOA states the followingl
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1

2

3

4

5

A. Depreciation charges shall be computed using either the
straight-line remaining life method (See definition 36) or the
straight-line method (See definition 37), according to which method
has been approved by the Commission ... (emphasis added)

6 Further, definition 37 of the NARUC USOA defines straight line depreciation as follows :

7

8

9

10

11

12

37. "Straight-line method" as applied to depreciation accounting
means the plan under which the service value of property is charged
to operating expenses (and to clearing accounts if used), and
credited to the accumulated depreciation account through equal
annual charges during its useful life ... (emphasis added)

13

14 Moreover, as some of Bella Vista's plant accounts are very 1ar'ge, plant additions were

15 essentially expensed in full in the same year they were added, rather than being

16 depreciated over the assets' useful lives. Expensing the full cost of an asset in the year

17 that it was placed in service violates the NARUC USOA.

Q. What adjustments did Staff make to accumulated depreciation for the Companies?

18

19

20

21

22

23

24

A.

25

26

27

Staffs calculation of accumulated depreciation for the Companies was based on Staff" s

adjustments to plant in service. Staffs calculation of depreciation expense recognizes

fully depreciated plant. For Bella Vista, Staff used revised 1998 plant balances provided-

by the Company to calculate fully-depreciated plant. Staff subtracted the Company-

provided retirements from the 1998 plant balances. The remainder represented fully-

depreciated plant that continues to be in service but for which no depreciation is

calculated, as shown on surrebuttal Schedule CSB-8, page ll. Northern Sunrise and

Southern Sunrise has had no plant in service long enough to be fully depreciated.



ACCUMULATED DEPRECIATION

Reference:
Staff s Direct
Testimony

Accumulated De ~r. Chan • e

Staff s Surrebuttal
Testimony

Accumulated De ~r

Bella Vista Schedule CSB-8 $1 1,909,440 ($1,954,466) $9,954,974

Northern Sunrise Schedule CSB-7 $42,738 ($2,827) $39,911

Southern Sunrise Schedule CSB-7 $105,733 ($22_741) $82,992

Total $12,057,91 1 ($1,980,034) $10,077,877

9' du
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1 Q, Please summarize Staff's recommendation for accumulated depreciation?

2 A.

3

Staff recommends decreasing accumulated depreciation by $1,954,466, $2,827, and

$22,741 for Bella Vista, Northern Sunrise, and Southern Sunrise, respectively.

4

5 Q- How does Staffs surrebuttal recommendation compare to its direct testimony

6 recommendation?

7 A. The comparison is as follows:

8

9

10

11

Amortization of Contributions in Aid of Construction ("CIAC")

What is the best methodology to calculate the amortization of CIAC?Q-

12 A.

13

14

Ultimately, the best methodology to calculate the amortization of CIAC is to identify the

amount of CIAC in each plant account and to multiply that amount by the depreciation

rate of the respective plant account. The sum of the individual amounts would represent

the amortization of CIAC .15

16

17 Q- Do most companies know the exact amount of CIACincluded in each plant account?

18 A. No, they do not.
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1 Q-

2

When the exact amount of CIAC included in each plant account is not known, what

methodology does Staff recommend to calculate the amortization of CIAC?

3 A.

4

5

When the exact amount of CIAC included in each plant account is not known, Staff

recommends calculating the amortization rate of CIAC by using a composite depreciation

rate (i.e., dividing depreciation expense by depreciable plant).

6

7 Q. Does the Commission approve of Staff's methodology?

8 A. Yes. With few exceptions, Staff" s methodology is approved by the Commission for all

9 rate cases that come before the Commission.
3
J

10

11 Q- Did Staff review Mr. Bourassa's rebuttal testimony concerning the amortization of

12 CIAC?

13 A.

14

15

Yes. Mr. Bourassa claims that land costs (i.e., non-depreciable plant) should be included

in the composite depreciation rate that is used to calculate the amortization of CIAC

because land can be purchased with CIAC.

16

17 Q. Does Mr. Bourassa provide any evidence showing that the land was purchased with

18 CIAC?

19 A. No, he does not.

20

21 Q. Does the Companies' proposal have the potential of harming customers?

22 A. Yes. Essentially, the Companies are proposing to take more cash today for less cash in the

23 future. Under the Companies proposal, the amortization of CIAC will be lower which will

24

25

result in higher amounts of CIAC in later years. Since CIAC is a reduction to rate base,

the rate base will be lower and customers will pay less for the amount of return on rate

26 base in future years.
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1 Q-

2

What is Staffs response to the Companies' proposal to include non-depreciable

plant items in its amortization of CIAC calculation?

3 A.

4

5

If the Companies want to move away from using a composite rate for CIAC amortization,

then the Companies must identify the amount of CIAC by plant account number and

provide Staff with adequate documentation supporting the CIAC amount.

6

7 Q.

8

In the long run, will the net present value of the cash flows for the CIAC plant be the

same whether or not non-depreciable plant is included in the composite depreciation

9 rate?
9
I

10 A.

11

12

13

Theoretically, if the cash flows are discounted on the original cost of the plant, the cash

flows will be the same on the original cost of the plant regardless of whether or not the

non-depreciable plant is included in the composite rate used to calculate the amortization

of CIAC.

14

15 Q- What is Staff's recommendation?

16 A.

17

18

19

Staff continues to recommend calculating the composite depreciation rate used in the

calculation of the amortization of CIAC by dividing depreciation expense by depreciable

plant. With few exceptions, Staffs methodology has been recommended and adopted by

the Commission for all companies that have come before the Commission. The

20

21

Companies have not provided the exact amount of CIAC for each plant account. The

Companies' methodology has the potential to harm customers.

22

23

24

Rate Base Adjustment - Accumulated Deferred Income Taxes (All Algonquin Companies)

Did Staff review the Companies' rebuttal testimony concerning the ADITs?Q-

25 A.

26

Yes, the Companies have provided additional information to support their revised ADIT

calculations. The Companies are proposing a consolidated ADIT of $572,006.



ADITS

Reference : Staffs Direct
Testimony ADIT Change

Staff' S

SLuTebutta1Testimony

ADIT

Bella Vista Schedule CSB-10 ($2,704,493) $ 3,031,748 $327,255

Northern Sunrise Schedule CSB-5 $204,994 $ (135,107) $69,887

Southern Sunrise Schedule CSB-5 $607,388 s (462,424 $144964

$2,434,217Total ($1,892,11 1) $542,106

-

*
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1 Q-

2

Does the consolidated ADIT amount of $572,006 equal the total of ADITs that the

Companies calculated individually for Bella Vista, Northern Sunrise, and Southern

Sunrise?3

4 A.

5

6

No, it does not. The amounts total $542,106 rather than $572,006. The Companies

provided Staff with schedules showing the ADITs for Bella Vista, Northern Sunrise, and

Southern Sunrise as $327,255, $69,887, $144,964, respectively which total $542,106.

Q- What is Staff's recommendation?

A. Staff recommends ADITs of $327,255, $69,887, $144,964, fo_r Bella Vista, Northern

7

8

9

10

11

Sunrise, and Southern Sunrise, respectively.

Q- How does Staff's surrebuttal recommendation compare to its direct testimony

recommendation?

12

13

14

15

A. The comparison is as follows:

Rate Base Adjustment - Customer Security Deposits (All Algonquin Companies)

Q. Did Staff review the Companies' rebuttal testimony concerning customer security

deposits?

16

17

18

19

20 A. Yes.
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1 Q- What was the Companies' main concern?

2 A.

3

The Companies' main concern was that Staff should not reflect customer security deposits

in rate base because Staff has not included the associated interest expense on customer

4 deposits in operating expenses.

5

6 Q.

7 A.

8

9

10

11

What is Staff's response?

Staff will consider inclusion of an appropriate amount of interest expense on customer

security deposits in operating expenses if the amount is appropriately supported.

Documentation would include, but not be limited to, documentation showing the customer

name, amount of the deposit, the length of time the deposit was held, the calculation of the

interest expense, and the front and the back of the canceled check for a sufficient number

12 of customers. It may also include a comparison/reconciliation of new customers to

13 deposits received and other similar analyses.

14

15 Q- What is Staff's recommendation?

16 A.

17

Staff continues to recommend decreasing rate base to reflect that customer deposits are

customer-provided capital for the Algonquin Companies.

18

19 OPERATING INCOME

20

21

Operating Income Adjustment - Corporate Expense Allocation (All Algonquin Companies)

Q. Did Staff review the Algonquin Companies' rebuttal testimony concerning Central

22 Fixed Overhead?

23 A. Yes .

24

25

Mr. Eichler claims that (1) the Algonquin Companies' allocation method is

consistent with NARUC Guidelines for Cost Allocation and Affiliate Transactions and

that (2) "APT costs are all indirect costs ...."i

1 Rebuttal Testimony of P. Eichler, page 5, lines 3-16.
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1 Q- Does Staff agree?

2 A. No. Staff addresses the allocation methodology and its application below.

3

4 NARUC Guidelines for Cost Allocation and Affiliate Transactions

5 Q- What is required regarding cost allocations by the NARUC Guidelines for Cost

Allocation and Affiliate Transactions?6

7 A.

8

These guidelines require that the costs primarily attributable to a business operation

should be, to the extent appropriate, directly assigned to that business operation.

9
l
J

10 Q.

11

Does the Company claim that it is in full conformity with NARUC guidelines

pertaining to cost allocations?

12 A. Yes.

13

14 Q- Did Mr. Eichler provide specific evidence to substantiate its claim?

15 A.

16

17

No. Mr. Eichler discusses NARUC guidelines at length and claims that the Algonquin

Companies are following these guidelines, but he does not demonstrate (e.g. with time or

cost studies, invoices, etc.) the relationship between his claim and the evidence of record.

18

19 Q-

20

What is a key consideration in determining whether any of the costs discussed by Mr.

Eichler should be allocated to Bella Vista, Northern Sunrise, or Southern Sunrise?

21 A.

22

23

A key consideration is whether or not the costs discussed by Mr. Eichler would have been

incurred if the Algonquin Power Income Fund ("Fund" or "APIF") did not own Bella

Vista, Northern Sunrise, or Southern Sunrise.
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1 Q- Would the Fund have incurred the costs if  it did not own Bella Vista, Northern

2 Sunrise, or Southern Sunrise?

3 A.

4

Yes, it would have incurred approximately the same costs if it did not own Bella Vista,

Northern Sunrise or Southern Sunrise. This demonstrates that it is the Fund's business

5

6

7

8

9

objectives and the activities it performs to achieve those objectives that are the primary

drivers of the costs discussed by Mr. Eichler. Therefore, according to the NARUC

Guidelines for Cost Allocation and Affiliate Transactions, these costs should be directly

charged to the affiliate. Nevertheless, Staff recognizes that Bella Vista, Northern Sunrise,

or Southern Sunrise receive a benefit and, therefore, has allocated to the Companies an

10 amount greater than zero.

11

12 Q. Did Staff also look at the overall nature and objectives of the parent company in

13 allocating the corporate costs to the Companies?

14 A. Yes .

15

16 Q. How does the Fund produce income for its shareholders?

17 A.

18

The Fund, according to its 2008 annual report, produces earnings for its shareholders

through a diversified portfolio of renewable energy and utility assets.

19

20 Q.

21 A.

What was the Fund's business strategy?

The Fund's 2008 annual report states the following concerning its business strategy:

22
23
24
25
26
27
28
29

Algonquin's business strategy is to maximize long term unit holder
value by strengthening its position as a strong renewable energy
and infrastructure company. The Company is focused on growth
in cash flow and earnings in the business segments in which it
operates. (emphasis added)
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The Fund's 2007 Report contained similar language:1
2
3
4
5
6
7
8
9

10
11
12

Focused on Growth

The year 2007 was a year of growth opportunities, change, and
performance achievements for Algonquin Power Income Fund The
Fund's management team and exceptional group of employees and
associates spent 2007 working on many new initiatives, including
but not limited to wind development projects, the completion ouSt.
Leon Wind Energy ("St. Leon'), the re-powering Qr the Sanger,
California co-generation facility, acquisition projects, and
welcoming a new CFO to the Fund 2 (emphasis added)

13

14 Q- What was the APIF's income for 2008?

15 A.

16 statements .

17

APIF generated $57 million in income before taxes according to its 2008 audited financial

This compares with the 2008 incomed (loss) of $19I,030, ($66,998) and

$17,547 for Bella Vista, Northern Sunrise, and Southern Sunrise, respectively.

18

19 Q-

20

21

Does Staff agree with the Company's statement that "to suggest that access to capital

benefits shareholders is counterintuitive. Staffs suggestion would have shareholders

paying for costs related to accessing capital that they themselves are providing"4'?

22 A.

23

24

25

26

27

28

29

No, Staff does not. The cost pool exists primarily to further the interests of APIF and its

shareholders. The APIF is an unregulated for-profit business that incurs costs primarily

for the benefit of its shareholders. Making a profit is the ultimate reason any for-profit

company incurs expenses. The Fund is focused on "growth in cash flow and earnings " as

evidenced from its business strategy. Since shareholders seek a profit and APIF incurs

expenses (et. central office costs) in order to generate that profit, then a reasonable

conclusion is that the central office costs are incurred primarily for the benefit of the

shareholders rather than for the Algonquin Companies as the Companies indicate.

z Algonquin Power Annual Report for 2007, page 6.
3 As reported 'm the 2008 Utilities Annual Report
4 Rebuttal Testimony of Mr. Eichler, page 23, lines 19-21.
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1 The central office costs would have been incurred even if the Fund did not oven the

2

3

4

Algonquin Companies because the central office costs were incurred to make a profit for

the shareholders and not to operate the Algonquin Companies. The benefit to the

Algonquin Companies is only secondary or incidental.

5

6 Q.

7

Is there any additional evidence to support Staff's characterization of the Fund as

being mostly growth oriented?

8 A.

9

Yes, the financial statements indicate that revenues of the Fund grew from $40 million in

2001 to $186 million in 2007, for an average growth of 77.5 percent annually,

10

11 Q. How does this growth compare with the Algonquin Companies in the instant case?

12 A.

13

14

15

16

In contrast to the growth reported by the Fund, the Algonquin Companies claim, and Staff

agrees, that there has been customer contraction which results in negative revenue

annualization in its case. In other words, the utility company in the instant case claims

negative growth, which is contrary to the results of the Fund and the Fund's basic

objectives.

17

18 APIF Management and Trustee Fees

19 Q-

20

Does Staff agree with the Company's claim that Staffs provision for management

fees from the central office is inadequate on a stand-alone basis"

21 A.

22

23

24

25

26

No, Staff does not, The managers at the central office, not the Algonquin Companies, are

directly responsible for the management of the income fund. Therefore, to add costs for

the management fees from the central office would be duplicative of the management fees

that are already included in the Algonquin Companies' operating expenses. Further, based

on the cost causation principle, the management fees should be allocated to APIF because

those costs are directly attributable to APIF.



WATER TESTING EXPENSE

Reference:

Direct Testimony
Water Testing

Expense Increase

Surrebuttal Testimony
Water Testing

Expense
Bella Vista Schedules CSB-17 $18,805 $24,387 $43,192

Northern Sunrise Schedules CSB-16 $3,787 ($219) $3,568

Southern Sunrise Schedules CSB- 16 $5,592 ($1,197) $4,395

Total $28,184 $22,971 $51,155
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1 Q~ What is Staff's recommendation?

2 A. Staff continues to recommend the expense adjustments as reflected in its direct testimony.

3

4

5

Operating Income Adjustment - Water Testing Expense

Q, Did Staf f  review the Companies' rebuttal test imony concerning water test ing

6

7 A.

8

expense?

Yes. The Companies propose to increase water testing for the Companies by a total of

$38,468 in aggregate on a consolidated basis.

9
1

10 Q. Did Staff make any adjustments to water testing expense?

11 A. Yes. As discussed in greater detail in the surrebuttal testimony of Staff witness, Marlin

12 Scott, Jr., Staff recommends increasing the water testing expense.

13

14 Q- What is Staff's recommendation?

15 A .

16

Staff recommends water testing expense of 343,192, $3,568, $4,395, for Bella Vista,

Northern Sunrise, and Southern Sunrise, respectively.

17

18 Q. H o w  d o e s  S ta f f ' s  s u r r e b u t t a l  r e c o m m e n d a t i o n  c o m p a r e  t o  i t s  d i r e c t  t e s t i m o n y

19 recommendation?

20 A. The comparison is as follows:

21
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1

2

Operating Income Adjustment - Transportation Expense

Q. Did Staff review the Companies' rebuttal testimony concerning transportation

3 expense?

4 A.

5

6

Yes. The Companies propose to decrease transportation expense by $7,023 for Bella

Vista, $647 for Northern Sunrise, and $1,033 for Southern Sunrise to remove costs related

to Airlink travel.

7

8 Q- Did Staff make any adjustments to transportation expense in its direct testimony?

9 A.

10

11

12

13

14

15

Yes. Staff recognized that some travel costs related to training pr other similar activities

may not be incurred at the same level each year. Bella Vista experienced an approximate

42 percent (or $22,993) increase in transportation expense from $55,124 in 2008 to

$78,l 17 in 2009, therefore Staff averaged the expense over two years to reflect

transportation expense at a normalized level. NARUC training classes recognize

normalization adjustments and the Commission has accepted normalization adjustments in

prior rate proceedings.

16

17 Q- Did Staff make any changes based on the Company's rebuttal testimony?

18 A.

19

20

Yes. The Companies have identified and removed costs that may have contributed to the

large variance from 2008 to 2009. As a result, Staff has removed the adjustment made to

Bella Vista's transportation expense and adopted the Companies' adjustments.

21

22 Q- What is Staff's recommendation?

23 A. Staff recommends transportation expense of $71,094, $20,877, $24,448, for Bella Vista,

24 Northern Sunrise, and Southern Sunrise respectively.



TRANSPORTATION EXPENSE

Reference:

Direct Testimony
Transportation

Expense Increase

Surrebuttal Testimony
Transportation

Expense
Bella Vista Schedules CSB-17 $66,621 $4,474 $71,094

Norther Sunrise Schedules CSB-16 $21,524 ($647) $20,877

Southern Sunrise Schedules CSB-16 $25_481 (81,033> $24,448

Total $113,626 $2,794 $116,419
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1 Q. How does Staff's surrebuttal recommendation compare to its direct testimony

2 recommendation?

3 A. The comparison is as follows:

4

x

I

5

6

7

Operating Income Adjustment - Rate Case Expense

Q. Did Staff review the Algonquin Companies' rebuttal testimony concerning rate case

8

9 A.

10

11

expense?

Yes. The Companies claim that Staff's methodology of calculating rate case expense does

not account for the base cost inherent in processing a single rate case such as preparing

testimony and schedules and attending hearings and preparing briefs.

12

13 Q. Does Staff agree?

14 A.

15

16

No. Staffs analysis includes the base and incremental costs such as preparing testimony

and schedules and attending hearings and preparing briefs that the Companies anticipated

incurring. Staff's calculation of a per company cost did not eliminate those costs.

17

18 Q. Did the Companies have any other concern?

19 A. Yes. The Companies stated that Staff had an error in its analysis.



RATE CASE EXPENSE

Reference :

Direct
Testimony
Rate Case
Expense Increase

Surrebuttal
Testimony
Rate Case
Expense

Bella Vista Schedules CSB-18 $65,182 $47,215 $112,398

Norther Sunrise Schedules CSB- 17 $29,412 $4,308 $33,719

Southern Sunrise Schedules CSB-17 $19,054 $37_145 $56.199

Total $1 13,648 $88,668 $202,316
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1 Q- Does Staff agree?

2 A. Yes. Staff has corrected its calculation and revised the amount of rate case expense for the

3 Algonquin Companies.

4

5 Q. What is Staft"s recommendation?

6 A.

7

Staff recommends rate case expense of $112,398, $33,719, and $56,199 for Bella Vista,

Northern Sunrise, and Southern Sunrise, respectively.

8

9 Q. How does Staffs surrebuttal recommendation compare Io its direct testimony

10 recommendation?

11 A. The comparison is as follows:

12

13

14

15

16

Operating Income Adjustment - Outside Services, Other Expense

Q, Did Staff review the Algonquin Companies' rebuttal testimony concerning Outside

Services, Other Expense?

17 A.

18

19

20

21

Yes, the Companies disagree with Staffs averaging of the 2008 and 2009 Outside

Services, Other Expense because no competitive bids were obtained. The Companies

indicate, in the rebuttal testimony of Mr. Sorenson, that it would be inappropriate to

request competitive bids for the Algonquin Water Services ("AWS") employees because

the AWS employees are "essentially an employee cost pool" for Bella Vista, Northern
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1

2

3

Sunrise, and Southern Sunrise. Moreover, the Companies claim that a salary survey is as

good or better than a competitive bid in helping to ensure that customers are not being

disadvantaged.

4

5 Q~ What comparison does Mr. Sorenson use to illustrate his point?

6 A.

7

8

Mr. Sorenson compares the AWS employees to State of Arizona employees and asks the

rhetorical question, "Imagine if the State of Arizona decided to put out for bid the services

provided by the ACC Staff`?"

9
I
I

10 Q-

11

Is the relationship of State of Arizona employees to their employer similar to that of

AWS' employees to the Companies?

12 A.

13

14

15

16

17

18

19

20

21

No, it is not. The nature of AWS' relationship is a self-dealing one, it is at once both the

employer and the employees because Bella Vista, Northern Sunrise, and Southern Sunrise

have no management or operations staff that could participate in an arms-length

negotiation. They have no employees. Further, AWS (when acting in the employee role)

can pass along increases to Bella Vista, Northern Sunrise, and Southern Sunrise at any

time it decides to and AWS (when acting in the employer role) will accept the increase.

State of Arizona employees cannot increase their salaries at anytime they decide to. Many

State of Arizona employees have not had a salary increase in several years and are facing

work furloughs (required time off with no pay), Therefore, the comparison that Mr.

Sorenson uses is flawed.

22

23 Q- Does a salary survey take the place of a competitive bid?

24 A.

25

No, it does not. Conventional wisdom and data indicate that the competition intrinsic in

the bidding process brings about a price advantage to rate payers that a salary survey alone
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1 does not. This competition will help to ensure that the best service at the lowest price is

2 obtained.

3

4 Q- Have the Companies demonstrated why competitive bids are neither necessary nor

5 appropriate?

6 A. No, it has not.

7

8 Q- For what major service do the Algonquin Companies request competitive bids?

9 A.

10

The Algonquin Companies request competitive bids for the contractors who construct

their plant.

11

12 Q.

13

Why do the Algonquin Companies select a contractor using a competitive bid rather

than uslulg a "survey" of construction costs?

14 A.

15

16

17

18

The Algonquin Companies use a competitive bid to take advantage of the price reductions

that result from fair competition. Similar to the AWS workers that are contracted for to

provide services for which the Companies do not have their own employees, the

Companies also contract for construction services for which they do not have their own

employees.

19

20 Q-

21

Is a salary survey as good or better than competitive bids in providing a safeguard to

help ensure that customers are not being disadvantaged?

22 A.

23

24

No, it is not. AWS is self dealing in that it represents both itself and Bella Vista, Northern

Sunrise, and Southern Sunrise. A salary survey does not afford the price protections that a

competitive bid would.



DEPRECIATION EXPENSE

Reference:

Direct
Testimony

Depreciation
Expense

Increase /
(Decrease)

Surrebuttal
Testimony

Depreciation
Expense

Bella Vista Schedules CSB-18 $740,778 ($29,777) $711,002

Northern Sunrise Schedules CSB-17 $27,817 $6,944 $34,761

Southern Sunrise Schedules CSB-17 $52,807 $11_856 $64.663

Total $821,402 ($10,977) $810,426
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1 Q- What is Staff's recommendation?

2 A. In the absence of a fair competitive bid, Staff continues to recommend the amounts stated

3 in its direct testimony.

4

5

6

Operating Income Adjustment - Depreciation Expense

Q, What adjustment did Staff make to depreciation expense?

7 of the Staff-recommended

8

A. Staff adjusted depreciation expense to reflect application

depreciation rates to the Staff-recommended plant balances.

9
I
I

10 Q- What is Staff's recommendation?

11 A.

12

Staff recommends depreciation expense of $711,002, $34,761, and $64,663 for Bella

Vista, Norther Sunrise, and Southern Sunrise, respectively.

13

14 Q. How does Staff's surrebuttal recommendation compare to its direct testimony

15 recommendation?

16 A. The comparison is as follows :

17
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1

2

Operating Income .- Property Taxes

Q. Did Staff make any adjustment to the Property Tax Expense?

3

4

A. Yes. Staffs adjustment reflects Staffs calculation of the property tax expense using

Staff" s recommended revenues.

5

6

7

Operating Income - Income Taxes

Q. Did Staff make any adjustments to test year Income Tax Expense"

8

9

A. Yes. Staffs adjustment reflects Staffs calculation of the income tax expense based upon

Staff's adj used test year taxable income. I
;

10

11

12

HOOK-UP FEE (ccHuFaa)

Changes to HUF Recommendation

13 Q. Has Staff made any changes to its HUF recommendation?

14 A.

15

Yes. Staff is recommending adoption of the HUFs proposed by the Algonquin Companies

as discussed in greater detail in the testimony of Staff witness, Marlin Scott, Jr.

16

17 Classification of HUFs

18 Q- Has Staff reviewed the Colnpany's rebuttal testimony concerning the classification of

19 unexpended HUFs?

20 A. Yes. The Companies propose that unexpended HUFs not be classified as CIAC.

21

22 Q-

23

Do the Commission's rules require companies to keep their books and records in

accordance with the NARUC USOA?

24 A.

25

Yes. The Arizona Administrative Code R14-2-411 D.2 requires water companies to

maintain their accounting records in accordance with the NARUC USOA. It states, "Each
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1

2

utility shall maintain its books and records in conformity with the Uniform System of

Accounts for Class A, B, C and D Water Utilities" (emphasis added).

3

4 Q- Is the Companies' proposal consistent with NARUC USOA?

5 A.

6

7

No, it is not. The NARUC USOA definition of CIAC does not hinge upon whether or not

the CIAC is expended or unexpended but whether or not (1) it was provided by someone

other than the owner, (2) it is non-refundable, and (3) the purpose of the CIAC is to d

8 plant. The NARUC USOA states the following:

9
y
I

10 271. Contributions In Aid ofConsz'ruction

This account shall include:11

12

13

14

15

16

17

18

A.

1. Any amount or item of money, services or property received
by a utility, from any person or governmental agency, any
portion of wlzicn is provided at no cost to the utility, which
represents an addition or transfer to the capital of the
utility, and which is utilized to offset the acquisition,
improvement to ojjfset the utility's property, facilities, or
equipment used to provide utility services to the public.

19

20 Q. What is Staff's recommendation?

21 A. Staff recommends that the Companies' proposal that unexpended HUFs not be classified

22 as CIAC be denied.

23

24 RATE DESIGN

25 Cost of»Service Study ("COSS")

26 Q.

27

Has Staff reviewed the Company's rebuttal testimony concerning Staffs allocation

of revenue to Bella Vista's customer classes?

28 A. Yes.

Q
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1 Q- What is Bella Vista's primary concern?

2 A.

3

Bella Vista's primary concern is that the amount of revenue increase Staff allocated to the

residential customer class is not sufficient to cover its cost of service.

4

5 Q. Does Staff agree with the Company?

6 A. No, because some of the allocations used in Bella Vista's COSS overstate the amount of

7 costs to be allocated to the residential customer class.

8

9 Q-

10 A. The residential usage is

What is the usage of the residential class compared to the commercial class?

theapproximately 57 percent and commercial usage is

11 approximately 43 percent.

12

13 Q- What allocations in particular have not been properly made?

14 A. Allocations to the customer function have not been properly made.

15

16 Q. Why are allocations to the customer function important to the residential class?

17 A.

18

Allocations to the customer function are important because most (i.e., approximately

87.65 percents) of the costs of the customer function are allocated to the residential class.

19

20 Q. What types of costs should be allocated to the customer function?

21 A. According to the National Regulatory Research InstitUte ("NRRI")6, customer costs are

22

23

costs related to meter reading, billing, collections, and customer service. Consequently,

these costs should be allocated to the customer ftuiction.

5 Based on percentages reflected in COS from Company's Direct Testimony (Sch G-7, p.3)
6 National Regulatory Research Institute, Cost Allocation and Rate Design for Water Utilities,p.48
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1 Q. What concerns does Staff have with costs allocated to the customer function?

2 A.

3

4

5

6

The cogs' allocated 100 percent of the costs for building rental, health and life insurance,

regulatory Commission expense, rate case expense, and miscellaneous expense to the

customer function. Since these costs are not entirely related to meter reading, billing,

collections, and customer service, a portion of these costs should have been allocated to

one or more of the other functions (i.e., demand, commodity, meter, and service).

7

8

9

10

11

Further, the Company's COS allocates over 73 percent of the general liability insurance

costs to the customer function. The insurance costs cover vehicles, water plant, machinery

breakdown, and workmen's compensation. Therefore, significantly more of the insurance

costs should have been allocated to one or more of the other functions (i.e., demand,

12 commodity, meter, and service).

13

14

15

16

17

18

Moreover, the Company's COSS allocates over 75 percent of the transportation costs to

the customer function. This amount appears overstated because vehicles are used on a

regular basis for activities other than meter reading such as for repair, maintenance,

training, Commission business, ADEQ business, etc., and these costs are likely to be more

than 25 percent of the total transportation costs.

19

20 Q- What concerns does Staff have with the depreciation expense allocated to the

21 customer function?

22 A.

23

24

25

The Company's COSS8 allocates to the customer function all of the depreciation expense

for office furniture and fixtures, tools and work equipment, power-operated equipment,

and miscellaneous equipment. Since these costs are not entirely related to meter reading,

billing, collections, and customer service, a portion of these costs should have been

7 Based on percentages reflected in COS from Company's Direct Testimony (Sch G-6, p. 1)
8 Based on percentages reflected in COS from Companies Direct Testimony (Sch G-6, p.2)
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1 allocated to one or more of the other functions as well (i.e., demand, commodity, meter,

2 and service).

3

4

5

6

7

8

9

The Company's COSS allocates approximately 75 percent of the depreciation expense on

transportation equipment to the customer function. As previously discussed, this amount

appears overstated because vehicles are used on a regular basis for activities other than

meter reading such as for repair, maintenance, training, Commission business, ADEQ

business, etc., and these costs are likely to be more than 25 percent of the total

transportation costs.
I
J

10

11 Q. Does the Company have any studies or other similar type data to support its

12 allocations of expenses to the customer function?

13 A.

14

15

No, as indicated on Schedule G-7 page 2.1, lines 19 through 26, of the COSS in the

Company's direct testimony, many of the allocations are based on estimates and

professional judgment.

16

17 Q. What is the result of overstated expense allocations to the customer function?

18 A.

19

20

When the amount of expenses allocated to the customer function is overstated, then the

amount of expenses allocated to the residential class will also be overstated. This, in turn,

creates an erroneous result that the revenue increase Staff allocated to the residential

21 customer class is not sufficient to cover its cost of service.

22

23 Q. How did Staff use the results of Bella Vista's COSS in its rate design?

24 A.

25

Staff utilized the COSS as an inexact guideline at the starting point of its rate design.

Staff did not rely solely on the Company's COSS but used other factors to develop its rate

26 design.
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1 Q. What other factors did Staff consider in developing its rate design?

2 A.

3

4

In addition to using the results of the COSS at the outset of Staffs analysis, Staff also

considered factors such as gradualism, promotion of efficient water usage and uniformity

of rates among customer classes.

5

6

7 Q-

8

Recommended Rates and Typical Bill Analysis

Has Staff modified its schedules summarizing the present, Company-proposed, and

Staff-recommended rates and service charges from your direct testimony?

9 A. Yes. Staff has modified its previous direct testimony schedules to reflect changes to

10

11

12

Staffs recommended revenue requirements under consolidation and for each system

individually. A summary of the present, Company-proposed, and Staff-recommended

rates are presented in the attached surrebuttal schedules.

13

14

15

A summary of  the rate impact on the typical residential customer under Staf fs

recommended consolidation basis is presented below. For comparative purposes, Staff

16 has presented each system separately.

17

18

19

20

21

22

Consolidation (Bella Vista, Northern Sunrise, Southern Sunrise)

For Bella Vista, the typical 5/8-inch x 3/4-inch meter residential customer with a median

usage of 4,500 gallons would experience a $1 .27 or a 6.53 percent decrease in his monthly

bill, from $19.37 to $18.10, under Staffs surrebuttal rates. A typical bill analysis is

provided on surrebuttal Schedule CSB-8 RD, page 1.

23

24

25

For Northern Sunrise, the typical 5/8-inch X 3/4-inch meter residential customer with a

median usage of 4,500 gallons would experience a $21.90 or a 54.75 percent decrease in
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1

2

his monthly bill, from $40.00 to $18.10, under Staffs surrebuttal rates. A typical bill

analysis is provided on surrebuttal Schedule CSB-8 RD, page 2.

3

4

5

6

For Southern Sunrise, the typical 5/8-inch x 3/4-inch meter residential customer with a

median usage of 4,500 gallons would experience a $21.90 or a 54.75 percent decrease in

his monthly bill, from $40.00 to $18.10, under Staffs surrebuttal rates. A typical bill

analysis is provided on surrebuttal Schedule CSB-8 RD, page 3.

Staff is recommending consolidated rates for the Algonquin Companies. However, if the

Commission were to adopt stand-alone rates for the Algonquin Companies, a summary of

the rate impact on the typical residential customer for each system on an individual basis

is presented below:

Bella Vista

The typical 5/8-inch x 3/4-inch meter residential customer with a median usage of 4,500

gallons would experience a $2.13 or a 10.98 percent increase in his monthly bill, from

$19.37 to $21.49, under Staffs surrebuttal rates. A typical bill analysis is provided on

surrebuttal Schedule CSB-2 RD.

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

Northern Sunrise

24

The typical 5/8-inch x 3/4-inch meter residential customer with a median usage of 4,500

gallons would experience a $31.45 or a 78.63 percent increase in his monthly bill, from

$40.00 to $71.45, under Staffs surrebuttal rates. A typical bill analysis is provided on

surrebuttal Schedule CSB-4 RD.

25
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1 Southern Sunrise

2

3

4

The typical 5/8-inch x 3/4-inch meter residential customer with a median usage of 4,500

gallons would experience a $11.23 or a 28.06 percent increase in his monthly bill, from

$40.00 to $51.23, under Staffs surrebuttal rates. A typical bill analysis is provided on

surrebuttal Schedule CSB-6 RD.5

6

7 Q. Does this conclude your Surrebuttal testimony?

8 A. Yes, it does.

9
J
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Bella Vista Water Company
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-1

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

[A]
COMPANY
ORIGINAL

COST

[B]
STAFF

ORIGINAL
COST

1 Adjusted Rate Base $ 6,343,311 $ 6,087,677

2 Adjusted Operating Income (Loss) $ 94,521 $ 434,940

3 Current Rate of Return (LE /L1) 1.49% 7.14%

4 Required Rate of Return 10.77% 8.80%
!
J

$ 683,175 $ 535,716

$ 588,653 $ 100,776

5 Required Operating Income (L4 * L1)

6 Operating Income Deficiency (L5 - LE)

7 Gross Revenue Conversion Factor 1 .62863 1.65130

$ 958,701 $ 166,4118 Increase (Decrease) In Gross Revenue (L7 * LE)

9 Adjusted Test Year Revenue $ 3,526,033 $ 3,526,033

10 Proposed Annual Revenue (LB + LE) $ 4,484,734 $ 3,692,444

11 Required increase/(Decrease in Revenue) (%) (L8lL9) 27.19% 4.72%

References:
Column [A]: Company Schedules A-1, C-1, C-3, & D-1
Column [B]: Staff Schedules CSB-2, CSB-3, & CSB-1 1
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Bella Vista Water Company
Docket NO. W-02465A-09-041 1
Test Year Ended March 31. 2009

Surrebuttal Schedule CSB-2

GROSS REVENUE CONVERSION FACTOR

(A) (B) (C) (D)LINE
NO. DESCRIPTION

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor
Revenue
Uncollectible Factor (Line 11)
Revenues (LI - LE)
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (LE . LE)
Revenue Conversion Factor (L1 / L5)

100.0000%
0. 0O00%

100.0000%
39. 44th%
60. 5582 %
1.651303

7
B
9
10
11

Calculation of Uncollecftible Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 _ LB )
Uncollectible Rate
Uncollectible Factor (LE ' L10 )

100.0000%
38.5989%
61.4011%
00000%
0.0000%

1000000%
6.9680%

93.0320%
34.0000%
31,6309%

Calculation of Effective Tax Rate:
12 Operating Income Before Taxes (Arizona Taxable Income)
13 Arizona State Income Tax Rate
14 Federal Taxable Income (L12 . L13)
15 Applicable Federal Income Tax Rate (Line 53)
16 Effective Federal Income Tax Rate (L14 x L15)
17 Combined Federal and State Income Tax Rate (L13 +L16) 38, 5989%

J

I

1000000%
38.5989%
61.4011%
13727%

Calculation of Effective Properrv Tax Factor
la Uni ty
19 Combined Federal and State Income Tax Rate (L17)
20 One Minus Combined income Tax Rate (L18-L19)
21 Property Tax Factor (CSB-20, Cd B, L24)
22 Effective Property Tax Factor (L20'L21)
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22)

0. B429%
39441B%

$ 535,71 e
434,940

24 Required Operating Income (Schedule CSB-1, Line 5)
25 AdjustedTest Year Operating Income (Loss) (Sch csB-11. Col c, Line 34
26 Required Increase in Operating Income (L24 - L25) $ 100,776

$ 260,231
196,880

27 Income Taxes on Recommended Revenue (Col. [C]. L52)
2B Income Taxes on Test Year Revenue (Col. [A], L52)
29 Required Increase in Revenue to Provide for Income Taxes (L27 _28) 63,351

$ 3,692,444
0.0000%

s
$

30 Recommended Revenue Requirement (Schedule CSB-1, Line 10)
31 Uncollectible Rate (Line 10)
32 Uncolllectible Expense on Recommended Revenue (L30"L31)
33 Adjusted Test Year Uncollectible Expense
34 Required Increase in Revenue to Provide for Uncol\ectible Exp. (L32-L33)

35 Property Tax with Recommended Revenue (CSB-20, Col B, L19)
36 Property Tax on Test Year Revenue (CSB-20, Col A, L16)
37 Increase in Property Tax Due to \increase in Revenue (L35»L36)
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37)

$ 148,209
145,924

s
2.284

166,411

$
$
$
$

Test
Year
3,526,033
2, B94, 213

121 , 754
510,066
6.9680%
35, 541

474,525

$
$

166,411
2,284

Staff
Recommended
$ 3,692,444
$ 2,896,498
$ 121,754
$ 674,193

6.9G80%
46,978

627,215

Calculation of Income Tax:
39 Revenue (Schedule CSB-11, Col. [C], Line 4 & Sch. CSB-1, Col. [D] Line
40 Operating Expenses Excluding Income Taxes
41 Synchronized Interest (L56)
42 Arizona Taxable Income (L39 - L40 - L41)
43 Arizona State Income Tax Rate
44 Arizona Income Tax (L42 x L43)
45 Federal Taxable Income (L42 - L44)
46 Federal Tax on Income Bracket - Not Used
47 Federal Tax on Income Bracket - Not Used
48 Federal Tax on Income Bracket - Not Used
49 Federal Tax on Income Bracket . Not Used
50 Federal Tax on All Income ($O -$10,000,000) @34%
51 Total Federal Income Tax
52 Combined Federal and Slate Income Tax (L44 + LS1)

$
$
$
$
$
$
$
$
s

161,338
161,338
196.880

$
$
$
$
$
$
$
$
$

213,253
213,253
260,231

53 Applicable Federal Income Tax Rate [Col. [C]_ L51 - Col. [A]_ L51] / [Col [0], L45 - Col. [A], L45] 34.0000%

$ 6,087,677
2.0000%
121 754

Calculation of Interest Svnchronizalion;
54 Rate Base (Schedule CSB-3, Col. (C), Line 14
55 Weighted Average Cost of Debt
56 Synchronized Interest (L45 x L46) $
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Bella Vista Water Company
Docket No. W-02465A-09-041 1
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-3

RATE BASE - ORIGINAL COST

(B) (C)
STAFF

AS
ADJUSTED

LINE
no.

(A)
COMPANY

AS
FILED

STAFF ADJ
ADJUSTMENTS no.

$1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$ 25,625,205
11,909,440
13,715,765$ $

(1,476,144) 1, 2, 3 s
(1 ,954,466) 4

478,321 $

24.149,061
9,954,974

14.194,086

LESS;

4 Advances in Aid of Construction (AIAC) $ 6,781,443 $ $ 6,781,443
I
I

5 Service Line and Meter Advances $ 556,325 $ $ 556,325

$ $ $6
7
8

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC $

496,445
230,909
265,536 $

496,445
230,909
265,536

9 Total Advances and Contributions 33 7,603,304 35 $ 7,603,304

$ $ 175,850 5 $ 175,85010 Customer Deposits

11 Accumulated Deferred Income Taxes $ (230,850) $ 558.105 6 $ 327,255

ADD.°

12
13

Working Capital $
$

$
$

$
$

14 Total Rate Base $ 6,343,311 $ (255,634) $ 6,087,677

References:
Column [A], Company Schedule B-1, Page 1
Column [B]: Schedule CSB-4
Column [C]: Column [A] + Column [B]
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LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

(MSJ 5.2)

N l

4 n

Bella Vista Water Company
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-5

RATE BASE ADJUSTMENT no. 1 .. POST TEST-YEAR PLANT AND RETIREMENT

[A] [B] [C]

$ 110,057 $ 104,5071

2
3

Acct. No. 331 Mains, Post-Test Year Plant
Acct. No. 331 Mains, PTY Plant Retirements
Net Post-Test Year Plant (L1 - LE)

$
s

12,000
98,057

$
$

(5,550) $
(8,504) $
2,954 $

3,496
101,011

x
J

References;
Column [A]: Company Schedule B-2, Page 3
Column [B]: Testimony, CSB, Data Request Response to Marlin Scott, Jr. (MSJ 52)
Column [C]: Column [A] + Column [B]
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Bella Vista Water Company
Docket No. W-02465A-09-041 1
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-6
Page 1 of 2

RATE BASE ADJUSTMENT no. 2 s INADEQUATELY SUPPORTED PLANT COSTS

[B] [C]
Line
No.

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

Acct.
No.
301
302
303
304
305
306
307
308
309
310
311
320

320. 1
320.2
330

330. 1
330.2
331
333
334
335
336
339
340

340. 1
341
342
343
344
345
346
347
348

Description
Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and Impounding Res.
Lake River and Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans. and Dist. Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Misc. Equip.
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant
Total

[A]
No

Invoices AFUDC Total

S - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - s -
$ - $ - $ -
$ - $ - $ -
$ - $ - $
$ (81,236) $(10,472) $ (91,708)

$ - $ - $ -
$ - $ - $ -
s - $ - $ -
$ - $(19.649> $ (19,649)
$ - $ - $ -
$ - $ - s -
$ - $ - $ -
$ (23,747) s (986) $ (24,733)
$ - $ (8,829) $ (8,829)
s - $ (498) $ (498)

$ - $ - $ -
$ - $ - $ -
$ .. $ - $ -
$ - $ (344) $ (344)

$ - $ - s -
s - $ - $ -
$ - $ (109) $ (109)

$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$ - $ - $ -
$(104,983) $(40,887) $(145.870)

-»
x

References:
ColumnA: Schedule CSB-6, P.2
Column B: Company Rebuttal Schedule B-2, P.3
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

PLANT
SELECTED
IN SAMPLE

INADEQUATELY
SUPPORTED

COSTS
STAFF

As ADJUSTED

Bella Vista Water Company
Docket No, W-02465A-09-0411
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-6
Page 2 of 2

RATE BASE ADJUSTMENT no. 2 - INADEQUATELY SUPPORTED PLANT COSTS

[A] [Bl [C]

$ $1

2

3

2002 Plant Addition, Acct No. 311 - Pumping Equipment
2003 Plant Addition, Acct No. 311 - Pumping Equipment

Acct No. 311- Pumping Equipment Subtotal $

71,076
105.990
177,066 s

(71 ,076) $
(10,160)
(81 236) $

95.830
95,830

4
5

2004 Plant Addition, Acct No. 333-Services
Acct No. 333- Services Subtotal $

100,089
100,089 $

(23,747)
(23,747) $

76,342
76,342

6 Tota | $ 277,155 $ (104,983) $ 172,172

References:
Column A: Company Schedule B-2
Column B: Testimony, CSB, Company Data Request Responses CSB 1-6
Column C: Column [A] + Column [B]
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Bella Vista Water Company
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB~7

RATE BASE ADJUSTMENT no. 3 - PLANT RETIREMENTS

Line

(4,181)

(4,565)

No.
1
2
3
4
5
6
7
8
9
10
11
12
i s
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

Acct.
No.
301
302
303
304
305
306
307
308
309
310
311
320

320. 1
3202
330

330.1
330.2
331
333
334
335
336
339
340

340.1
341
342
343
344
345
346
347
348

Description
Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and impounding Res.
Lake River and Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs 81 Standpipe
Storage tanks
Pressure Tanks
Trans. and Dist. Mains
Services
Meters
Hydrants
Backfiow Prevention Devices
Other Plant and Misc. Equip.
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant
Total

Retirements
Per Company Rebuttal Sch B-2, P.3

$ _
$ _

$
$
$
$
$
$
$ _
$ -

$ (432,710)
$ (26,254)
$ _
$ _

$ (43,858)
$ _
$ _

$ (592,002)
$ (16,315)
$ (124,204)
$ (7,765)
$ _

$ (o)
$ (25,258)
$ _

$ (26,760)
$ _
$ (2,132)
$ _

$ (0)
$ (24,184)
$ (3,042)
$ -

$(1,333,228)

x
l



RATE BASE ADJUSTMENT no. 4 - ACCUMULATED DEPRECIATION

LINE
no. DESCRIPTION

COMPANY
DH FILED

STAFF
ADJUSTMEN I S

STAFF
AS° J STE

v 4

Bella Vista Water Company
Docket No. W-02465A-09-041 1
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-8
Page 1 of 11

[A] [B] [c:1

1 Accumulated Depreciation $11,909,440 $ <1 ,954,466) $9,954,974

References: 1
I

Column A: Company Schedule C-1
Column B: Testimony, CSB, Data Request Response CSB 1-7
Column C: Column [A] + Column [B]

4
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Bella Vista Water Company
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-8
Page 11 of 11

Plant Descriptionl
311 Electric Pumping Equip
320 Water Treatment Equip
334 Meters
341 Transportation Equip
343 Tools & Work Equip
346 Communications Equip

$
$
$
$
$
$

12/31/1998
Plant Balances
Per Bella Vista

1,480,991
17,938

829,546
221 ,510
72,839
31,850

Retirements
Per Bella Vista

Rebuttal Sch B-2, p. 4
(432,710)
(26,254)

(124,204)
(26,760)
(2,132)

(24,184)

Fully
Depreciated

Plant
1,048,28t

0
705,342
194,750
70,707

7,666

1998/1999 Totals $2,654,673 ($636,244> $2,026,746

1 Plant with useful lives of 10 years or less as indicated by Bella Vista's depreciation rate.

J
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LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

-1-11

In

4

Bella Vista Water Company
Docket No. W-02465A-09-041 1
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-9

RATE BASE ADJUSTMENT no. 5 - CUSTOMER DEPOSITS

[A] [B] [C]

1 Customer Deposits $ $ 175,850 $ 175,850

References:
Column A: Company Schedule B-2
Column B: Testimony, CSB, Data Request Response CSB 1-15
Column C: Column [A] + Column [B] 1

(



LINE
no. DESCRIPTION

PER
COMPANY ADJUSTMENT

PER
STAFF

4

» 4

Bella Vista Water Company
Docket No. W-02465A-09-041 1
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-10

RATE BASE ADJUSTMENT no. 6 - ACCUMULATED DEFERRED INCOME TAXES

[A] [B] [Cl

1

2

ADIT Net Assetl(Liability) $ 230,850 $ (558,105) $ (327,255)

References:
Column A: Company Schedule B-2, page 5
Column B: Testimony, CSB,
Column C: Column [A] + Column [B]

x
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Betta Vista Water Company
Docket No, w-02465A-09~0411
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-1 1

OPERATING INCOME - TEST YEAR AND STAFF RECOMMENDED

[A] [B] [D] [E]

LINE
n o. DESCRIPTION

COMPANY
TEST YEAR
As FILED

STAFF
TEST YEAR ADJ

ADJUSTMENTS NO.

[C]
STAFF

TEST YEAR
As

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

$ 3,400,892 $ $ 3,400,892 $ 166,411 $ 3,567,303
REVENUES:

Metered Water Sales
Water Sales - Unmetered
Other Operating Revenues

Total Revenues $
125,141

3,525,033 $ $
125,141

3,526,033 $ 166,411 $
125,141

3,692,444

EXPENSES."
$ $ $ $ $

708
561,094

708
581 ,094

708
561,094

I

4,273
36,932
4,605

35,245
1,057,031

43,192

4,273
36,932
4,805

35,245
1,25B,045

18v805
(201,014) 1,2,3

24,387

4,273
36,932
4,605

35,245
1,057,031

43,192

(7,023) 4

(45,867)
(5,681)

5

6

60,600
78,117
38,930

7,290
9,017

83,333
85,966

9,526
1 ,009,435

60,600
71 ,094
38,930
7,290
9,017

37,466
60,285

9,526
711,002

60,600
71,094
38,930

7,290
9,017

37,466
60,285
9,526

711 ,002(298,433) 7

Salaries and Wages
Purchased Water
Purchased Power
Fuel for Power Production
Chemicals
Materials & Supplies
Outside Services
Outside Sewices- Legal
Outside Services- Other
Water Testing
Equipment Rental
Rents
Transportation Expenses
lnsuranoe - General Liability
insurance - Health and Life
Reg. Comm. Exp,
Reg. Comm. EXP- - Rate Case
Miscellaneous Expense
Bad Debt Expense
Depreciation Expense
Taxes Other Than income
Property Taxes
Income Taxes

159,659
(10,068)

(13,735)
206,948

8

9

145,924
196,880

2,284
63,351

148,209
250,231

5 3,431,512 $ $ 3,091,093 $ 65,635 $ 3,156,729

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
31
32
33
34

Total Operating Expenses

Operating Income (Loss) $ 94.521 $

(340,419)

340,419 s 434,940 $ 100,776 $ 535,716

References;
Column (A): Company Schedule C-1, Page 2
Column (B): Schedule CSB-12
Column (C): Column (A) + Column (B)
Column (D): Schedules CSB-1 and CSB-2
Column (E): Column (C) + Column (D)
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LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS
(Col C 1 Col A)

STAFF
As ADJUSTED

COSTS To BE ALLOCATED To BELLA VISTA

Description
Amount

(Per RUCO 3.01)

Unallowable

Costs
(Sch csB-e, pp)

Direct Costs
of Unregulated

AfHliate(s)

Allowable
Common Costs

Allocated to
All to Companies

Allocations
%

Costs to be
Allocated to
Bella Vista

(Col I x Co! J)

§ kg

* Bella Vista Water Company
Docket NO. W-02465A-09-0411
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-13
Page 1 of 2

OPERATING INCOME ADJUSTMENT no. 1 - EXPENSE ALLOCATIONS
FROM UNREGULATED AFFILIATE

[A] [B] [C]

$ $ $

$

1,130,931
127,114

1,258,045 $
(123,982)
(123,982) $

1,130,931
3,132

1,134,063

Fm [El [F] [G] [H] m [J] [K]

68,081
46,980
13.853
45,220

972.59
671 .15
197.90
646.00

$
$
$
$
$
$
$
$
$
$

1 Contractual Services - Other
2 Corporate Expense Allocation
3 Total Contractual Services - Other
4
5
6
7
8
9
10
1 1
12 Audit'
13 Tax Servicesz
14 Legal-Generala
15 Other Professional Services4
16 Management Fee
17 Unit Holder Communications
18 Trustee Fees
19 Escrow and Transfer Fees
20 Rent
21 Licenses/Fees and Permits
22 Office Expenses5
23 Depreciation Expenses
24
25
26 Foot Note 1: Audit - As the parent companys lenders require the APIF to have annual financial audits, Staff assigned the
27 majority of the cost (i.e., 90 percent) to APIF and the remaining 10 percent to its 70 companies/interests.
28
29 Foot Note 2: Tax Services - Given the tax complexity of the AplF's many holdings and transactions, Staff assigned the
30 majority of the cost (i.e., 90 percent) to APIF and the remaining 10 percent to its 70 companies/interests.
31
32 Foot Note 3: Legal, General - Staff reviewed the invoices and found that the very large majority of the cost
33 (i.e., 90 percent) was directly related to APIF and the remaining 10 percent to its 70 companies/interests.
34
35 Foot Note 4: Other Professional Services - Staff reviewed the invoices and found that the very large majority of the cost
36 (i.e., 90 percent) was directly related to APIF and the remaining 10 percent to its 70 companies/interests.
37
38 Foot Note 5: Office Expense - Staff reviewed the invoices and found that the very large majority of the cost
39 (i.e., 90 percent) was directly related to APlF and the remaining 10 percent to its 70 companies/interests.
40
41 Foot Note 6: Depreciation Expense - Given that most of APlF's plant costs benefit primarily APIF, Staff assigned the
42 majority of the cost (i.e., 90 percent) to APlF and the remaining 10 percent to its 70 companies/interests,
43
44 Foot Note 7: Allocation Percentage - Calculated as follows: 1 /70 companies = 1.43%. The 70 companies represents
45 the average of the year-end 2007, 71 companies, and year-end 2008, 70 companies.

$

$

$

$
$
$
$
$
$
$

$

$
$

680,812
469,804
138,531
452,202
563,803
145,658
127,116
85,354

273,965
14,565

555,759
189,797

3,697,367

$
$
$

- $ (612,730) $
- s (422,824) $
- $ (124.678) $
- $ (406.982) $
- $ (563,803) $
- $ (145,658) $
- $ (127,116) $
- $ (85.354> $
_ $ (273,965) $
- s (14,565) $

(123,829) $ (405,801) $
- $ (170,818) $

(123,829) $ (3,354,294) $

26,129
18,980

219,244

1.43% $

1.43% $

1.43% $

1.43% $
1.43% $
1.43% $
1.43% $
1.43% $
1.43% $
1.43% $

1.43% $

1.43% $

$

373.27
271.14

3,132.05

References:
Column A: Company Schedule C-2
Column B: Testimony, CSB, Company Data Request Responses CSB 1.26, CSB 1.27, RUCO 3.01

Column C: Column [A] + Column [B]
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if Surrebuftal Schedule CSB-13
Page 2 of 2

Bella Vista Water Company
Docket No. W-02465A-09-G411
Test Year Ended March 31. 2009

612
612

lunE
no. \
1 Category
2 Office Expenses
3 Office Expenses
4 Office Expenses
5 Office Expenses
6 Office Expenses
7 Office Expenses
8

Description of Unallowable Cost
Furniture
Furniture Installation
Dell Server and Software
Shelving
Telephone System
Phones/Cabling/Network Install
Total for Office Expenses

Vendor
Grand & Toy
Grand & Toy
Dell
Star-Tec Ltd,
Cableteck
Cableteck

Invoice No. Amount
$12,530
$60,909
$16,330

$7,459
$7,641

$18,960
$123,829

JF-394
10802

1 1009820-0074

I
I



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS
(Col C - Col A)

STAFF
As ADJUSTED

Outside
Services

Other

9 4

1» Q .

Belia Vista Water Company
Docket No. W-02465A-09-041 1
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-14

OPERATING INCOME ADJUSTMENT no. 2 - OUTSIDE SERVICES OTHER

[A] [B] [C]

Outside Services - Other $ 1,228,657 as (47,644) $ 1,181,0131
2
3
4
5
6
7
8
9
10
11
12

2008 $
2009 $

$
Divided by 2

$

1,133,369 Company Sch E-2
1,228,657 Company Sch' E-2
2,362,026

2
1,181.013

References:
Column A: Company Schedule C-2

Column B: Testimony, CSB, Company Data Request Responses to CSB 1-20, 1-21, 8¢ 1-26
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS
(Col C - Col A)

STAFF
As ADJUSTED

* 4

0

Bella Vista Water Company
Docket No. W-02465A-09-041 1
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-'15

OPERATING INCOME ADJUSTMENT no. 3 - GENERAL OFFICE ALLOCATION I AFFILIATE INCREASE

[A] [B] [C]

$ $ $ 1,228,657Outside Services - Other
Affiliate Increase

Total Outside Services - Other
(29,388)
(29,388) 35

1
2
3
4
5
6

$

1,228,657
29,388

1,258,045 $ 1,228,657

References:
Column A: Company Schedule C-2

Column B: Testimony, CSB; Company Data Request Responses to CSB 1-20, 1-21, 8< 1-26
Column C: Column [A] + Column [B]

x
J



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

* q

N 4

Bella Vista Water Company
Docket No. W-02465A-09-041 1
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-16

OPERATING INCOME ADJUSTMENT no. 4 -WATER TESTING EXPENSE

[A] [B] [C]

1 Water Testing Expense 18,805 $24,387 $43,192

J
I

References:

Column A: Company Schedule C-1
Column B: Testimony, CSB, Company Rebuttal Schedule C-1
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

4

~. 8

Bella Vista Water Company
Docket No. w-024655-09-041 1
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-17

OPERATING INCOME ADJUSTMENT no. 5 - TRANSPORTATION EXPENSE

[A] [B] [C]

1 Transportation Expense 78,117 $ (7,023) $ 71,094

s
I

References:

Column A: Company Schedule C-1 8= E-2
Column B: Testimony, CSB, Company Rebuttal Schedule C-1
Column C: Column [A] + Column [B]

\



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Company Name

Total Rate
Case

Expense
Per Co.

Percent
of Total
Expense

Total Rate
Case Exp
Per Staff

From Line 19

Total Rate Case
For Each Company

Per Staff
Col F x Col G

Normalized
Rate Case
Expense

Col H/ 3 Years

Total Rate
Case Exp.

Company Name
Rate Case

Exp Amount

No. of Companies,
Systems, and
Consolidations

Average Rate
Case Expense

Col K / Col L

Name Docket Numbers

1 .

Bella Vista Water Company
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-18

OPERATING INCOME ADJUSTMENT no. G - RATE CASE EXPENSE

[A] [B] [Cl

Rate Case Expense - Bella Vista $ 83,333 $ (45,867) $ 37,466

[D] {E] rF [G] [H] m

Bella Vista $250,000
Northern Sunrise $75,000
Southern Sunrise $125,000

Total $450,000

55.56% $
16.67% $
27.78% $

100.00%

202,316
202,316
202,316

$
$
$
$

112,398
33.719
56,199

202,316

$
$
$

37,466
1 1 .240
18,733

From Line 30
Three Companies & 1 Consolidation

Average Cost $
Multiplied by

Total Rate Case Expense-Per Staff $

50,579
4

202,316

[JI [K] [L] [MI

Arizona-American Water Company' $
Arizona Water Company' S
Global Water Company' $

456,275
500,000
400,000

7  $
17 s
7  $

Total $
Divided by

Average Cost $

65,182
29,4t2
57,143

151.737
3

50,579

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

1 See Below for Docket Numbers

Arizona-American Water Company W-01303A-08-0227
Arizona Water Company W-01445A-08-0440
Global Water Company SW-20445A-09-0077, et al

References:

Column A: Company Schedule C-1
Column B: Testimony, CSB
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Meals,
Entertainment,
& Contributions

N 4

Bella Vista Water Company
Docket No. W-02465A~09-04t 1
Test Year Ended March 31, 2009

Surrebuttal Schedule csB-19

OPERATING INCOME ADJUSTMENT no. 7 - MEALS, ENTERTAINMENT, & CONTRIBUTIONS

[B] [C]

1 Miscellaneous Expense $ 65,966 55 (5,681) $ 50,285

Meals and Entertainment $
Contributions $

$

5,181 CSB 1-32
500 <;sB 1-32

5,681

[A]

References:

Column A: Company Schedule C-1 & E-2
Column B: Testimony, CSB, Data Request CSB 1-32
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

PLANT In
SERVICE
Per Staff

Non Depreciable
or Fully apreclateri

PLANT

DEPRECIABLE
PLANT

(col A - Col B)
DEPRECIATION

RATE

DEPRECIATION
EXPENSE

(col c x Col D)

4

*

Bella Vista Water Company
Docket No. W-024G5A-09-0411
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-20

OPERATING INCOME ADJUSTMENT no. 8 . DEPRECIATION EXPENSE on TEST YEAR PLANT

[Al [8] ICI [DI IE]

$ 327,399
1 ,307/935

$ (327,399) $ $654,798
1 ,307,935 43,554

1,127,614 1,127,614 371550

1,048,2811 ,963,085
831385

2,280,128
12,109,036
1,358,732
1 ,358,176

884,182
705,342

914,804
83,385

2,2B0,128
12,109,036
1 ,35B,732

652,834
884,182

1 14,351
2,777

50,61 9
242,181
45,246
54,381
17,684

194,750

69,551
177,328
268,454
161,264
122,443

4,639
ti ,82s
14,743
32,253
2,58770,707

691551
177,328
73,71 5

161,264
51,736

31,548
411,484
107,305

7,666
31,548

403,818
107,306

1 ,577
40,382
10,731

0.00%
3.33%
2.50%
3.33%
2.00%
5.00%

12.50%
3.33%
2.22%
2.00%
3.33%
8.33%
2.00%
6.57%
6.87%
6.67%

20.00%
20.00%
5.00%

10.00%
5.00%

10.00%
10.00%
10.00%

303 Land and Land Rights
304 Structures and Improvements
306 Lake, River, and Other Intakes
307 Wells and Springs
309 Supply Mains

310 Power Generation Equipment
311 Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs and Standpipes
331 Transmission and Distribution Mains
333 Services
334 Meters and Meter Installations
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Miscellaneous Equipment
340 Office Furniture and Equipment
341 Transportation Equipment

340.1 Computers and Software
343 Tools, Shop, and Garage Equipment
344 Laboratory Equipment
345 Power Operated Equipment
346 Communication Equipment
347 Miscellaneous Equipment
348 Other Tangible Equipment

Total Plant s 24,149,060 $ 2,026,746 $ 22,449,713 $ 727,080

Composite Depreciation Rate (Depr Exp / Depreciable Plant):
CIAC3

Amortization of CIAC (Line 32 x Line 33):
$
$

3.24%
496,445

16,078

1
2
3
4
5

6
7
5
9
10
11
12
i s
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

Depreciation Expense Before Amortization of CIAC:
Less Amortization of CIAC;

Test Year Depreciation Expense - Staff;
Depreciation Expense - Company:

Staff's Total Adjustment: $

s
$
$

727,080
16,078

71 1 ,002
1,009,435
(298,433)

References:
Column [A]:
Column [B]:
Column [C]:
Column [D]:
Column [E]:

Schedule CSB-4
From Column [A]
Column [A] - Column [B]
Engineering Staff Report
Column [C] x Column [D]



STAFF
RECOMMENDED

LINE
NO, Property Tax Calculation

STAFF
AS ADJUSTED

».. 'Q

4

Bella Vista Water Company
Docket No. W-02465A-09-041 1
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-21

OPERATING INCOME ADJUSTMENT no. 9 - PROPERTY TAX EXPENSE

[Al [B]

$ $

$
$

$

$
x
I

$
$

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Staff Adjusted Test Year Revenues
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule CSB-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate

3,526,033
2

7,052,066
3,526,033

10,578,099
3

3,526,033
2

7,052,066
37,989
3.305

7,086,750
21.0%

1,488,218
9.8053%

$

3,526,033
2

7,052,066
3,692,444

10,744,510
3

3,581,503
2

7,163,007
37,989
3,305

7,197,691
21.0%

1,51 1 ,515
9.8053%

$
16
17

Staff Test Year Adjusted Property Tax (Line 14
Company Proposed Property Tax

* Line 15) $ 145,924
159,659

(13,735)18
19
20
21

Staff Test Year Adjustment (Line 16-Line 17) $
Property Tax Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Expense Due to Increase in Revenue Requirement

$
$
$

148,209
145,924

2,284

22
23
24

Increase to Property Tax Expense
Increase in Revenue Requirement
Increase to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$ 2,284
166,41 1

1.372742%
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Bella Vista Water Company
Docket No, W-02465A-09-041 1
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-22

OPERATING INCOME ADJUSTMENT no. 10 . TEST YEAR INCOME TAXES

(A) (B)LlNE
n o. DESCRIPTION

Calculation of income Tax:
$
$
$
$

Test Year
3,526,033
2,894.213

121,754
510,066
6.968%

$ 35,541
$
$
s
$
$
$

474,525
7,500
6,250
8,500

91 ,550
47,438

1 Revenue
2 Less: Operating Expenses - Excluding Income Taxes
3 Less: Synchronized Interest (L17)
4 Arizona Taxable Income (L1- L2 - LE)
5 Arizona State Income Tax Rate
6 Arizona Income Tax (L4 x Ls)
7 Federal Taxable Income (L4 - LE)
8 Federal Tax on First Income Bracket ($1 - $50,000) @ 15%
9 Federal Tax on Second income Bracket ($51,001 - $75,000) @ 25%

10 Federal Tax on Third Income Bracket ($75,001 - $100,000) @ 34%
11 Federal Tax on Fourth Income Bracket ($t00,001 - $335,000) @39%
12 Federal Tax on Fifth Income Bracket ($335,001 - $10,000,0001 @ 34%
13 Total Federal Income Tax
14 Combined Federal and State Income Tax (Le + L13)

$
$

161,338
196,880

$

Calculation of interest Svnchronizafionf
15 Rate Base (Schedule CSB~13, Col. (C), Line 16)
16 Weighted Average Cost of Debt
17 Synchronized Interest (L16 x L17) $

6,087,677
2.00%

121,754

18
19
20

Income Tax - Per Staff $
Income Tax - Per Company $

Staff Adjustment $

196,880
(10,068)
206,948
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Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-1

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

[A]
COMPANY
ORIGINAL

COST

[81
STAFF

ORIGINAL
COST

1 Adjusted Rate Base $ 742,657 $ 642,392

2 Adjusted Operating Income (Loss)

3 Current Rate of Return (L2 /L1)

$ (81,316)

-10.95%

$ (43,631)

-6.79%

4 Required Rate of Return 12.80% 8.80%
s
I

$ 95,060 $ 56,5305 Required Operating Income (L4 * LI)

6 Operating Income Deficiency (L5 - L2)

7 Gross Revenue Conversion Factor

$ 176,376 $ 100,162

1.4516941 15545626

$ 256,044 $ 165,7248 Increase (Decrease) In Gross Revenue (L7 * LE)

9 Adjusted Test Year Revenue $ 191,966 $ 191,966

10 Proposed Annual Revenue (LB + LE) $ 448,01 1 $ 357,691

11 Required Increase/(Decrease in Revenue) (%) (L8/L9) 133.38% 86.33%

References:
Column [A]: Company Schedules A-1, C-1, C-3, & D-1
Column [B]: Staff Schedules CSB-2, CSB-3, & CSB-10
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Northern Sunrise Water Company
Docket NO. W-02453A-09~0412
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-2

GROSS REVENUE CONVERSION FACTOR

(A) (8) (C) (D)LINE
NO DESCRIPTION

1
2
3
4
5
6

Calculation of Gross Revenue Conversion Factor:
Revenue
Uncollectible Factor (Line 11)
Revenues (LI - L2)
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (Ls . LE)
Revenue Conversion Factor (L1 I L5)

100.0000%
0.0000%

100.0000%
39.5611 %
60. 43B9%
1.654563

7
B
9
10
11

Calculation of Uncollecttible Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Uncollectible Rate
Uncollectible Factor (LE " L10 )

100.0000%
3B.59B9°/»
61 .4011 %
0.G000%
0.0000%

100.0000%
6.9680%

93.0320%
34.0000%
31 .6309%

Calculation of Effeefive Tax Rate:
12 Operating Income Before Taxes (Arizona Taxable Income)
13 Arizona State Income Tax Rate
14 Federal Taxable Income (L12 - L13)
15 Applicable Federal Income Tax Rate (Line 53)
16 Effective Federal Income Tax Rate (L14 x L15)
17 Combined Federal and State Income Tax Rate (L13 +L16) 385989%

3
I

100.0000%
3B.5989%
61.4011%
1.5670%

o. 9622 %

Calculation of Effective Propertv Tax Factor
18 Unity
19 Combined Federal and State Income Tax Rate (L17)
20 One Minus Combined Income Tax Rate (L1B-L19)
21 Property Tax Faetor (CSB-18, Col B, L24)
22 Effective Property Tax Factor (L20*L21)
23 Combined Federal and State income Tax and Property Tax Rate (L17+L22) 39.5611%

s 56.530
(43,631)

24 Required Operating Income (Schedule CSB~1, Line 5)
25 AdjustedTest Year Operating Income (Loss) (Sch CSB-10, Col C, Line 34
26 Required Increase in Operating Income (L24 - L25) . $ 100,162

$ 35,537
(27,428)

27 Income Taxes on Recommended Revenue (Col. [C]_ L52)
28 Income Taxes on Test Year Revenue (Col. [A]_ L52)
29 Required Increase in Revenue to Provide for Income Taxes (L27 . L2B) 62.965

$ 357,691
0.0000%

$
$

30 Recommended Revenue Requirement (Schedule CSB-1, Line 10)
31 Uncollectible Rate (Line 10)
32 Uncolllectible Expense on Recommended Revenue (L30"L31)
33 Adjusted Test Year Uncollectible Expense
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33)

$ 11,622
9.025

35 Property Tax with Recommended Revenue (CSB-18, Col B, L19)
36 Property Tax on Test Year Revenue (CSB-18, Col A, L1¢5)
37 Increase in Property Tax Due to Increase in Revenue (L3E>L36)
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) $

2.597
165,724

Test
Year

191 , 966
263,026

s
$

165,724
2,597

$
$
$
$

Staff
Recommended
$ 357,691
$ 265,623
s
$(71 _oho)

6.9680%
(4,951)

(66, 108)

92,067
6,9680%

e,415
85,652

39
40
41
42
43
44
45
46
47
4B
49
50
51
52

$
$
$
$
s
$
s
$
$

$
s
s
$
$
$
$
$
$

Calculation of Income Tax:
Revenue (Schedule CSB-1G_ Col. [q_ Line 4 & Sch. CSB-1. Col. [D] Line
Operating Expenses Excluding Income Taxes
Synchronized Interest (L56)
Arizona Taxable Income (L39 - L40 - L41)
Arizona State Income Tax Rate
Arizona Income Tax (L42 x L43)
Federal Taxable Income (L42 - L44)
Federal Tax on Income Bracket - Not Used
Federal Tax on Income Bracket - Not Used
Federal Tax on Income Bracket - Not Used
Federal Tax on Income Bracket Not Used
Federal Tax on All Income ($0 .$10,000,000) @ 34%
Total Federal Income Tax
Combined Federal and State Income Tax (L44 + L51)

(22,477)
(22,477)
(27,42Bl

29,122
29,122
35,537

53 Applicable Federal Income Tax Rate [Col. [C], L51 - Col. [A], L51] / [Col [0], L45 - Col. [A], L45] 34,0000%

$ 642,392
0.0000%

Calculation of Interest Svnchronization:
54 Rate Base (Schedule CSB-3, Of. (C), Line 14
55 Weighted Average Cost of Debt
56 Synchronized Interest (L45 x L46) ._$._
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Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Surrebuttai Schedule CSB-3

RATE BASE - ORIGINAL COST

(B) (C)
STAFF

AS
ADJUSTED

LINE
NO,

(A)
COMPANY

AS
FILED

STAFF ADJ
ADJUSTMENTS no.

$ $ $1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service $

815,886
42,738

773,148 $

(29,377) 1, 2
(2,827) 3

(26,550) $

786,509
39,911

746,598

LESS."

4 Advances in Aid of Construction (AIAC) $ $ $
s
I

5 Service Line and Meter Advances $ 410 $ $ 410

$ s $ 26,000
63

25,937

6
7
8

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net CIAC $

26,000
63

25,937 $

9 Total Advances and Contributions $ 26,347 $ $ 26,347

$ $ 7,972 4 $ 7,97210 Customer Deposits

11 Accumulated Deferred Income Taxes $ 4,144 $ 65,743 5 $ 69,887

ADD;

12
13

Working Capital $
$

$
$

$
$

14 Total Rate Base $ 742,657 $ (100,265) $ 642,392

References:
Column [A], Company Schedule B-1, Page 1
Column [B]: Schedule CSB-4
Column [C]: Column {A] + Column [B]
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Norther Sunrise Water Company
Docket No. W-02-453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB»4

SUMMARY oF RATE BASE ADJUSTMENTS
[A] [C]

ADJ NO 2
[D]

ADJ No. 3
[El

ADJ No. 4
[F]

ADJ No 5
[G]

LINE
no. PLANT IN SERVICE

COMPANY
AS FILED

s

[Bl
Adi NO.1

inadequately
Supported Plant, Regulatory Accumulated Customer

AFUDC Asset Depreciation Deposits ADIT STAFF AS
Ref: Sch CSB-5 ]Ref: Sch CSB-6 Ref: Sch CSE-7 Ref: Sch CSB-8 [Rafi Sch CSB-9 | ADJUSTED
s s s s $ $

890
23,928

281,510
51,378
34,054

(1,142)

890
23,926

280,668
51,378
34.064

1,293
92,122

1,293
91,019(1,103)

(6,349)102,018
35,763
30.106
0,244

59,298

(350)
(4,795)

95,668
36,763
29,756
3,449

59,298

23,472 23,472

1
J

5.881 5,881

64,621 (15,636) 48,954

$

Acct.
No. Plant Description
Sm Organization Cost
302 Frandiise Cost
303 Land and Land Rights
304 Structures and Improvements
305 Collecting and impounding Res.
307 Wells and Springs
309 Supply Mains
310 Power Generation Equipment
311 Electric Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs & Standpipe
331 Transmission and Distribution Mains
333 Semices
334 Meters
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Miscellaneous Equipment
340 Office Furniture and Fixtures

340.1 Computers and Software
341 Transportation Equipment
343 Tools and Work Equipment
344 Laboratory Equipment
345 Power Operated Equipment
346 Communications Equipment
347 Miscellaneous Equipment
348 Other Tangible Plant

Rounding
Total Plant in Service

Less: Accumulated Depreciation
Net Plant in Service

$
$
$

815,886
42,738

. 773,148

$
s
s

(13,740) $
- s

(13,740) $

(15,636) $
. s

(15,536) $

- s
(2,827) $
2.827 $

$
$
s $

7BB,509
39,91 1

746,598

s $ s $

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
a l
JL
33
34
35
.n

LESS:
Advances in Aid of Construction (AIAC)
Service Line and Meter Advances

s
$

- s
410

$
$ 410

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization of CIAC

Net CIAC

$
$
s

28,000
SO

25.937

$
$
$

26,000
63

25,937

Total Advances and Net Contributions s

s

26,347 5

s

s

$

$

s

$

$

$ $ 26,347

7,972Customer Deposits
Accumulated Deferred Taxes

s
s 4,144 65,743

s
$

7,972
69,887

ADD:
Working Capital Allowance

37
38
39
Eu
41
44
43
44
43
46
47
48
49 Total Rate Base

$
s
s 742,857 s (13,740) $ (15,636) $ 2,827 s (7,972) s

. s
$

(65,743) $ 642,392



LINE
no.

Acct.
No. Account Description

STAFF'S
ADJUSTMENT

l l l

w. 4

Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-5

RATE BASE ADJUSTMENT no. 1 - INADEQUATELY SUPPORTED PLANT, AFUDC

[A]

304 Structures and Improvements
311 Electric Pumping Equipment
330 Dist. Reservoirs 8< Standpipe
333 Services
334 Meters

1
2
3
4
5

6 Tota I

$
$
$
$
$

$

(1 , 142)
(1,103)
(6,349)

(350)
(4,795)

(13,740)

I
I

References:
Column A: Company Schedule B~2, P.3 for Northern Sunrise



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

IIIIIIII | l

\ i

* 4.

Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-6

RATE BASE ADJUSTMENT no. 2 .. REGULATORY ASSET

[A] [B] [C]

1 Other Tangible Plant - Regulatory Asset $ 64,621 $ (15,636) $ 48,984

References:
Column A: Company Schedule B-2
Column B: Testimony, CSB, Data Request Response CSB 3-5 and CSB 10-3
Column C: Column [A] + Column [B] x



RATE BASE ADJUSTMENT no. 3 - ACCUMULATED DEPRECIATION

LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

l

9

M s

Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-7
Page 1 of 4

[A] [B] [CI

1 Accumulated Depreciation $ 42,738 $ (2,827) $39,911

References: I
I

Column A: Company Schedule C-1
Column B: Testimony, CSB, Data Request Response CSB 3-6
Column C: Column [A] + Column [B]
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LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

\ N

. *w

Northern Sunrise Water Company
Docket No. w-02453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-8

RATE BASE ADJUSTMENT no. 4 - CUSTOMER DEPOSITS

[A] [C]

1 Customer Deposits $ $ 7,972 $ 7,972

References:
Column A: Company Schedule B-2
Column B: Testimony, CSB, Data Request Response CSB 3-8
Column C: Column [A] + Column [B]

[B]

I
I



LINE
NO. DESCRIPTION

PER
COMPANY ADJUSTMENT

PER
STAFF

R . w

9

Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-9

RATE BASE ADJUSTMENT no. 5 - ACCUMULATED DEFERRED INCOME TAXES

[A] [B] [C]

1 ADIT Net Asset/(Liability) $ 4,144 $ 65,743 $ 69,887

References:
Column A: Company Schedule B-2, page 5
Column B: Testimony, CSB,
Column C: Column [A] + Column [B]

II
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N 4

Northern Sunrise Water Company
Docket NO_ W-02453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-10

OPERATING INCOME . TEST YEAR AND STAFF RECOMMENDED

[A] [B] [D] [E]

LINE
n o. DESCRIPTION

COMPANY
TEST YEAR

AS FILED

STAFF
TEST YEAR ADJ

ADJUSTMENTS NO.

[C]
STAFF

TEST YEAR
As

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

$ 188,672 $ $ 188,672 $ 165,724 $ 354,397
REVENUES:

Metered Water Sa\es
Water Sales - Unmetered
Other Operating Revenues

Total Revenues $
3,294

191,965 $ $
3,294

191,966 $ 165,724 $
3,294

357,691

EXPENSES:
$ $ $ $ $

16,012 16,012 16,012

178
5,094

178
5,094 1

f

178
5,094

1 ,302
161,902

3,787
140

(25,774) 1,2,3
(219)

1,302
135,128

3,568
140

1 ,302
136,128

3,568
140

21 ,524
9,692

(647) 20,877
9,692

20,877
9,692

(13,760)
(610)

4

5

587
25,000
1 1 .726

3,306
35,631

587
11,240
11,116
3,306

34,761

587
1 1 ,240
11 ,115
3.306

34,761(1,869) 6

Salaries and Wages
Purchased Water
Purdwased Power
Fuel for Power Production
Chemicals
Materials & Supplies
Outside Services
Outside Services- Legal
Outside Services- Other
Water Testing
Equipment Rental
Rents
Transportation Expenses
Insurance - General Liability
Insurance - Health and Life
Reg. Comm. Exp,
Reg. Comm. Exp. - Rate Case
Miscellaneous Expense
Bad Debt Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
Income Taxes

13,128
(36,727)

(4,104)
9,298

7

a

9,025
(27,428)

2,597
62,965

1 1 .622
35,537

1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
31
32
33
34

s 273,282 $ s 235,598 $ $Total Operating Expenses

Operating Income (Loss) $ (81,316) $

(37,685)

37,685 $ (43,631)

65 v562

$ 100,162 $

301,160

56,530

References:
Column (A): Company Schedule C-1, Page 2
Column (B): Schedule CSB-10
Column (C): Column (A) + Column (B)
Column (D): Schedules CSB-1 and CSB-2
Column (E): Column (C) + Column (D)
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LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS
(Col C - Col A)

STAFF
As ADJUSTED

COSTS To BE ALLOCATED To NORTHERN SUNRISE

Description
Amount

(Per RUCO 3.01)

Unallowable

Costs
(Sch CSB-6, PP)

Direct Costs
of Unregulated

Affiliate(s)

Allowable
Common Costs

Allocated to
All 70 Companies

Allocations

%

Costs to be
Allocated to

Northern
(Col I x Col J)

-1 *

s 4 Northern Sunrise Water Company
Docket No. w-02453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-12
Page 1 of 2

OPERATING INCOME ADJUSTMENT no. 1 .. EXPENSE ALLOCATIONS
FROM UNREGULATED AFFILIATE

[A] [Bl [Cl

$ $ $

$

156,641
5,261

161,902 $

(2,129)
(2,129) $

156,641
3,132

159,773

[D] [E] [F] [G] [H] in [J] [K]

68,081
46,980
13.863
45,220

972.59
671 .15
197.90
646.00

$
$
$
$
$
$
$
$
$
$

1.43% $

1.43% $

1.43% $

1.43% $
1.43% $
1.43% $
1.43% $
1.43% $
1.43% $
1.43% $

1.43% $

1.43% s

$

1 Contractual Services - Other
2 Corporate Expense Allocation
3 Total Contractual Services - Other
4
5
6
7
8
9
10
1 1
12 Audit*
1:3 Tax Senices2
14 Legal-General'
15 Other Professional Services4
16 Management Fee
17 Unit Holder Communications
18 Trustee Fees
19 Escrow and Transfer Fees
20 Rent
21 LicenseslFees and Permits
22 Office Expensess
23 Depreciation Expenses
24
25
26 Foot Note 1: Audit - As the parent company's lenders require the APlF to have annual financial audits, Staff assigned the
27 majority of the cost (i.e., 90 percent) to APIF and the remaining 10 percent to its 70 companies/interests.
28
29 Foot Note 2: Tax Services - Given the tax complexity of the APlF's many holdings and transactions, Staff assigned the
30 majority of the cost (i.e., 90 percent) to APlF and the remaining 10 percent to its 70 companies/interests.
31
32 Foot Note 3: Legal, General - Staff reviewed the invoices and found that the very large majority of the cost
33 (i.e., 90 percent) was directly related to APIF and the remaining 10 percent to its 70 companies interests.
34
35 Foot Note 4: Other Professional Services - Staff reviewed the invoices and found that the very large majority of the cost
36 (i.e., 90 percent) was directly related to APlF and the remaining 10 percent to its 70 companies interests.
37
38 Foot Note 5: Office Expense - Staff reviewed the invoices and found that the very large majority of the cost
39 (i.e., 90 percent) was directly related to APlF and the remaining 10 percent to its 70 companies/interests.
40
41 Foot Note 6: Depreciation Expense - Given that most of APlF's plant costs benefit primarily APIF, Staff assigned the
42 majority of the cost (i.e., 90 percent) to APlF and the remaining 10 percent to its 70 companies/interests.
43
44 Foot Note 7: Allocation Percentage - Calculated as follows: 1 / 70 companies : 1.43%. The 70 companies represents
45 the average of the year-end 2007, 71 companies, and year-end 2008, 70 companies.

$
$
$
$
$
$
$
$
$
$
$
$
$

680,812
469,804
138,531
452,202
563,803
145,658
127,1 16
85,354

273,965
14,565

555,759
189,797

3,697,367

$
$
$

- $ (612,730) $
- $ (422,824) $
- $ (124,678) $
- s (406.982) $
- $ (563,803) $
- $ (145,658) $
- $ (127,116) $
- $ (85,354) $
_ $ (273,965) $
.. $ (14,565) $

(123,829) $ (405,801) s
- s (170,818) $

(123,829) $ (3,354,294) $

26,129
18,980

219,244

373.27
271.14

3,132.05

References:
Column A: Company Schedule C-2
Column B: Testimony, CSB, Company Data Request Responses CSB 1.26, RUCO 3.01

Column C: Column [A] + Column [B]
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4 Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-12
Page 2 of 2

Vendor Invoice No.
Grand & Toy
Grand 8. Toy
Dell
Stor-Tec Ltd.
Cableteck
Cableteck

612
612

ILINEl
no. _
1 Category
2 Office Expenses
3 Office Expenses
4 Office Expenses
5 Office Expenses
6 Office Expenses
7 Office Expenses
8

Description of Unallowable Cost
Furniture
Furniture Installation
Dell Server and Software
Shelving
Telephone System
Phones/Cabling/Network Install
Total for Office Expenses

JF-394
10802

11009820-0074

Amount
$12,530
$60,909
$16,330
$7,459
$7,641

$18,960
$123,829

J
I



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS
(Col C - Col A)

STAFF
As ADJUSTED

Outside
Services

Other

Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-18

OPERATING INCOME ADJUSTMENT no. 2 - OUTSIDE SERVICES OTHER

[A] [BI [Cl

Outside Services - Other $ 159,589 $ (21,332) $ 138,257

2008 $
2009 $

$

1
2
3
4
5
6
7
8
g
10
11
12

Divided by 2
$

116,925 Company Sch E-2
159,589 Company Sch E-2
276.514

2
138.257

References:
Column A: Company Schedule C-2

Column B: Testimony, CSB, Company Data Request Responses to CSB 3-17
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS
(col c - Col A)

STAFF
As ADJUSTED

~ \

Surrebuttal Schedule CSB-14
> 4

Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

OPERATING INCOME ADJUSTMENT no. 3 - GENERAL OFFICE ALLOCATION I AFFILIATE INCREASE

[A] [BI [C]

$ $ $ 159,5891
2
3
4
5
6

Outside Services - Other
Affiliate Increase

Total Outside Services - Other $

159,589
2,313

161,902 $

(2,313)
(2,313) $ 159,589

References:
Column A; Company Schedule C-2

Column B: Testimony, CSB; Company Data Request Responses to CSB 3-12 & 3-13
Column C: Column [A] + Column [B] I

J



LINE
no. DES THIPTI N

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTE

1 q

4 Q

Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-15

OPERATING INCOME ADJUSTMENT no. 4 - WATER TESTING EXPENSE

IA] [B] [C]

1 Water Testing Expense $ 3,787 $ (219) $3,568

\

1
I

References:

Column A: Company Schedule C-1
Column B: Testimony, CSB
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

R

» #

Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-16

OPERATING INCOME ADJUSTMENT no. 5 _ TRANSPORTATION EXPENSE

[A] [B] [C]

1 Transportation Expense $ 21,524 $ (647) $ 20,877

I

References:

Column A: Company Schedule C-1
Column B: Testimony, CSB
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Company Name

Total Rate
Case

Expense
Per Co,

Percent
of Total
Expense

Total Rate
Case Exp
Per Staff

From Line 19

Total Rate Case
For Each Company

Per Staff
Col F X Col G

Normalized
Rate Case
Expense

Col H/ 3 Years

Total Rate
Case Exp.

Rate Case
Exp AmountCompany Name

No. of Companies,
Systems, and
Consolidations

Average Rate
Case Expense

Col K / Col L

Name Docket Numbers

11 *

'f

Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-17

OPERATING INCOME ADJUSTMENT no. 6 . RATE CASE EXPENSE

[A] [B] [C]

Rate Case Expense - Northern Sunrise $ 25,000 $ (13,760) $ 11,240

[D] [E] [F] [G] [H] m

Bella Vista $250,000
Northern Sunrise $75,000
Southern Sunrise $125,000

Total $450,000

55.56% $
16.67% $
27.78% $

100.00%

202,316
202,316
202,316

$
$
$
$

112,398
33,719
56,199

202,316

$
$
$

37,466
11,240
18,733

|

From Line 30
Three Companies & 1 Consolidation

Average Cost $
Multiplied by

Total Rate Case Expense-Per Staff $

50,579
4

202,316

[J] [K] [L] [MI

Arizona-American Water Company' $
Arizona Water Company' $
Global Water Company' S

456,275
500,000
400,000

7  $
17 $
7  $

Total $
Divided by

Average Cost $

65,182
29,412
57,143

151,737
3

50,579

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

1 See Below for Docket Numbers

Arizona-American Water Company W-01303A-08-0227
Arizona Water Company W-01445A-08-0440
Global Water Company SW-20445A-09-0077, et al

References:

Column A: Company Schedule C-1
Column B: Testimony, CSB, CSB 3-28
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Meals,
and

Entertainment,

* w

Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Schedule csB-18

OPERATING INCOME ADJUSTMENT no. 7 - MEALS, ENTERTAINMENT, & CONTRIBUTIONS

[A] [B] [C]

1 Miscellaneous Expense $ 65,966 $ (610) $ 65,356

$ 610 CSB 3-20
I
I

References:

Column A: Company Schedule C-1 81 E-2
Column B: Testimony, CSB, Data Request CSB 3-20
Column C: Column [A] + Column [B]

I



LINE
no. DESCRIPTION

PLANT In
SERVICE
Per Staff

NonDepreciable
or Fully Depreciated

PLANT

DEPRECIABLE
PLANT

(Cox A . Col B)
DEPRECIATION

RATE

DEPRECIATION
EXPENSE

(Col C x Col D

1 4

1- r

Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-19

OPERATING INCOME ADJUSTMENT no. 8 - DEPRECIATION EXPENSE ON TEST YEAR PLANT

rAn ram [Cl [D] [El

1 s $ B90
23,926

$890
23,926

280,668
51,378
34,064

280,668
51,378
34,064

9,346
1.284
1.134

1,293
91,019

1,293
91,019

65
11,377

95,668
36,763
29,756

8,244
59,298

95,668
36,763
29,756
8,244

59,298

2,124
735
991
687

1,186

23,472 23,472 1.566

s,a81

x

5,851 588

0.00% $
0.00%
3.33%
2.50%
3.33%
2.00%
5.00%

12.50%
3.33%
2.22%
2.00%
3.33%
8.33%
2.00%
8.67%
6.67%
6.67%

20.00%
5.00%

10.00%
5.00%

10.00%
10.00%
10.00%

302 Franchise Cost

303 Land and Land Rights

304 Structures and Improvements

305 Collecting and impounding Res.

307 Wells and Springs

309 Supply Mains

310 Power Generation Equipment
311 Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs and Standpipes
331 Transmission and Distribution Mains
333 Services
334 Meters and Meter Installations
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Miscellaneous Equipment
340 Office Furniture and Equipment
341 Transportation Equipment
343 Tools, Shop, and Garage Equipment
344 Laboratory Equipment
345 Power Operated Equipment
346 Communication Equipment
347 Miscellaneous Equipment
348 Other Tangible Equipment

Total Plant $
48,984

791,305 $ $

48,984
765,489 $

4.898
35,982

2

3

4

5

6

7
8

9

10

11

12

i s

14

15
16

17

l a

19

20
21

22

23

24

25

29
30

31

32
33

34

Composite Depreciation Rate (Depr Exp/ Depreciable Plant);
CIACQ

Amortization of CIAC (Line 32 x Line 33):
s
$

4.69%
26,000

1,221

Depreciation Expense Before Amortization of CIAC:
Less Amortization of CIAC:

Test Year Depreciation Expense - Staff:
Depreciation Expense - Company:

Staff's Total Adjustment: S

s
$
$

35,982
1,221

34,761
36,631
(1,869)

References:
Column [A]:
Column [B]:
Column [C]:
Column [D]:
Column [E]:

Schedule CSB-4
From Column [A]
Column ]A] - Column [B]
Engineering Staff Report
Column {C] x Column [D]



LINE
no. Property Tax Calculation

STAFF
As ADJUSTED

STAFF
RECOMMENDED

Illllllllllllll l ll Illlll lllllllllll l lm ll l l
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Northern Sunrise Water Company
Docket No. W-02453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-20

OPERATING INCOME ADJUSTMENT no. 9 - PROPERTY TAX EXPENSE

rAn [B]

$ $

$
$

$

191,966
2

383,933
191,966
575,899

3
191,966

2
383,933 $

191,966
2

383,933
357,691
741.623

3
247,208

2
494,416

J
I

$
$

1
2
3
4
5
6
7
8
g
10
11
12
13
14
15

Staff Adjusted Test Year Revenues
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule CSB-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Property Tax Rate

383,933
21 .0%

80 v626
11.1932%

$

494,416
21.0%

103,827
11.1932%

$
16
17

Staff Test Year Adjusted Property Tax (Line 14
Company Proposed Property Tax

* Line 15) $ 9,025
13,128

18
19
20
21

(4,104)Staff Test Year Adjustment (Line 16-Line 17) $
Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Expense Due to Increase in Revenue Requirement

$
$
$

11,622
9,025
2,597

$22
23
24

Increase to Property Tax Expense
Increase in Revenue Requirement
Increase to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

2,597
165,724

1.567048%
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Surrebuttal Schedule CSB-21Northern Sunrise Water Company
Docket No. w-02453A-09-0412
Test Year Ended March 31, 2009 l

OPERATING INCOME ADJUSTMENT no. 10 . TEST YEAR INCOME TAXES

(A) (B)LINE
NO. DESCRIPTION

Test Yea r
191 ,966
263,026

s
$
$
$ (71 ,060)

6.968%
$

(66,108)
(4,951)

$
$
$
$
$
$ (22,477)

Calculation of Income Tax:
1 Revenue
2 Less: Operating Expenses - Excluding Income Taxes
3 Less: Synchronized Interest (L17)
4 Arizona Taxable Income (L1- L2 - La)
5 Arizona State Income Tax Rate
6 Arizona Income Tax (L4 x L5)
7 Federal Taxable Income (LE - LE)
B Federal Tax on Income Bracket - Not Used
9 Federal Tax on Income Bracket - Not Used
10 Federal Tax on Income Bracket - Not Used
11 Federal Tax on Income Bracket - Not Used
12 Federal Tax on All Income (50 -$10,000,D00) @ 34%
13 Total Federal Income Tax
14 Combined Federal and State Income Tax (LE + L13)

$
$

(22,477_)
(27,428)

$ 642,392
0.00%

Calculation of Interest Synchronization:
15 Rate Base (Schedule CSB-13, Col. (C), Line 16)
16 Weighted Average Cost of Debt
17 Synchronized Interest (L16 x L17) $

18
19
20

Income Tax - Per Staff $
Income Tax - Per Company $

Staff Adjustment $

(27,428)
(36,727)

9,298



~.
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Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-1

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

[A]
COMPANY
ORIGINAL

COST

[B]
STAFF

ORIGINAL
COST

1 Adjusted Rate Base $ 1 ,544,434 $ 1 ,297,087

$ 6,042 $ 29,1822 Adjusted Operating Income (Loss)

3 Current Rate of Return (LE /LI) 0.39% 2.25%

4 Required Rate of Return 12.80% 8.80%
3

I

5 $ 197,688 $ 114,144

6 $ 191,645 $ 84,962

7

Required Operating Income (L4 * LI)

Operating Income Deficiency (L5 - LE)

Gross Revenue Conversion Factor 1.6127997 1.6535915

8 Increase (Decrease) In Gross Revenue (L7*LE) $ 309,085 $ 140,492

9 Adjusted Test Year Revenue $ 444,136 $ 444,136

10 Proposed Annual Revenue (La + LE) $ 753,222 $ 584,629

11 Required Increase/(Decrease in Revenue) (%) (L8/L9) 69.59% 31 .630/,

References:
Column [A]: Company Schedules A-1, C-1, C-3, 8¢ D-1
Column [B]: Staff Schedules CSB-2, CSB-3, 8. CSB-7
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Southern Sunrise Water Company
Docket NO, W-02454A-09.0413
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-2

GROSS REVENUE CONVERSION FACTOR

(A) (B) (C) (D)LINE
no. DESCRIPTION

1
2
3
4
5
6

Ca/culation of Gross Revenuh ConversionFactor?
Revenue
Uncollecib\e Factor (Line 11)
Revenues (LI - LE)
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (LE . L4)
Revenue Conversion Factor (L1 I LE)

100.00CO%
0.0000%

100.0000%
395256%
60.4744%
1553591

7
8
9
10
11

Calculation of Uncollecttible Factor
Unity
Combined Federal and Slate Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 - LB )
Uncollectible Rate
Uncollectible Factor (LE ' L10 )

100.0000%
38.59B9%
61.4011%
0.0000%
0.0000%

1D0.0000%
6.9680%

930320%
34.0000%
31 .6309%

Calculation of Effective Tax Rate:
12 Operating Income Before Taxes (Arizona Taxable Income)

.13 Arizona State Income Tax Rate
14 Federal Taxable Income (L12 . L13)
15 AppIIcable Federal Income Tax Rate (Line 53)
16 Effective Federal Income Tax Rate (L14 x L15)
17 Combined Federal and State Income Tax Rate (L13 +L16) 38.5989%

1
I

100.0000%
38. 59B9%
61 .4011 %
1 . 5092%

Calculation or Effective Pronertv Tax Factor
18 Unity
19 Combined Federal and State Income Tax Rate (L17)
20 One Minus Combined Income Tax Rate (L18~L19)
21 Property Tax Factor (CSB-18, Col B, L24)
22 Effective Property Tax Factor (L20°L21)
23 Combined Federal and State Income Tax and Property Tax Rate (L17+L22)

0.9267%
39. 525/53

$ 114,144
29,182

24 Required Operating income (Schedule CSB-1, Line 5)
25 AdjustedTest Year Operating Income (Loss) (Sch csB-10. Col c, Line 34
26 Required Increase in Operating income (L24 - L25) $ 84.962

$ 71,755
18.345

27 Income Taxes on Recommended Revenue (Col. [CL L52)
28 Income Taxes on Test Year Revenue (Col. [A], L52)
29 Required Increase in Revenue to Provide for Income Taxes (L27 . L28) 53,410

$ 584,629
0.0000%

$
$

30 Recommended Revenue Requirement (Schedule CSB-1, Line 10)
31 Uncollectible Rate (Line 10)
32 Uncolllectible Expense on Recommended Revenue (L30"L31)
33 Adjusted Test Year Uncollectible Expense
34 Required Increase in Revenue to Provide for Uncollectible Exp. (L32-L33)

$ 22.350
20.230

35 Property Tax with Recommended Revenue (CSB-18, Col B, L19)
36 Property Tax on Test Year Revenue (CSB-18, Col A, L16)
37 Increase in Property Tax Due to Increase in Revenue (L35-L36)
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) ...$

2,120
140,492

Test
Year

444, 136
396,610

$
$

140,492
2.120

Staff
Recommended
s 584,629
$ 398.730
$ .
$ 185.898

6.96B0%
12.953

172,945

47,526
6.9680%

3.312
44,215

Calculation of Income Tax:
39 Revenue (Schedule CSB-10 Col [C]_ Line 4 8¢ Sch. CSB-1, COL [D] Line $
40 Operating Expenses Excluding Income Taxes $
41 Synchronized Interest (L56) $
42 Arizona Taxable Income (L39 - L40 L41) S
43 Arizona State Income Tax Rate
44 Arizona Income Tax (L42 x L43)
45 Federal Taxable Income (L42 - L44)
46 Federal Tax on Income Bracket - Not Used
47 Federal Tax on Income Bracket - Not Used
48 Federal Tax on Income Bracket . Not Used
49 Federal Tax on Income Bracket - Not Used
50 Federal Tax on All Income ($0 -$10,0G0,000) @ 34%
51 Total Federal Income Tax
52 Combined Federal and State Income Tax (L44 + L51)

$
$
$
$
$
$
$
$
$

$

$
$
$
$
$
$
$
s

15,033
t5,033
18,345

58,801
55,801
71,755

53 Applicable Federal Income Tax Rate [Col [C], L51 - Col. [A], L51] / [CoL [0], L45 - Col. [A], L45] 34.0000%

$ 1,297,087
0.0000%

Calculation of Interest Synchronization:
54 Rate Base (Schedule CSB-3, Col. (C), Line 14
55 Weighted Average Cost <:f Debt
56 Synchronized Interest (L45 X L46) $



ill

Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-3

RATE BASE - ORIGINAL COST

(B) (C)
STAFF

AS
ADJUSTED

LINE
no.

(A)
COMPANY

AS
FILED

STAFF ADJ
ADJUSTMENTS no.

$ $ $1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service $

1,724,610
105,733

1,618,877 $

(154,415) 1, 2
(22,741) 3

(134674) $

1,570,196
82,992

1,487.204

LESS:

4 Advances in Aid of Construction (AIAC) $ 2,870 $ $ 2,870
|
J

5 Service Line and Meter Advances $ $ $

$ $ $6
7
8

Contributions in Aid of Construction (GIAC)
Less: Accumulated Amortization

Net CIAC $

20,000
15

19,985 $

20,000
15

19,985

9 Total Advances and Contributions $ 22,855 $ $ 22,855

10 Customer Deposits $ $ 22,298 4 $ 22,298

11 Accumulated Deferred Income Taxes $ 51,588 $ 93,376 5 $ 144,964

ADD;

12
13

Working Capital $
$

$
$

$
$

14 Total Rate Base $ 1,544,434 $ (247,348) $ 1,297,087

References:
Column [A], Company Schedule B-1, Page 1
Column [B]: Schedule CSB-4
Column [C]: Column [A] + Column [B]
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Souther Sunrise Water Company
Docket NO. W-02454A-09-0473
Test Year Ended March 31, 2009

Surrebutlal Schedule CSB-4

SUMMARY OF RATE BASE AUJU$TMENT$
[A] ac]

ADJ No. 2
[D]

ADJ No. 3
[El

ADJ NO 4
[Fl

ADJ No. 5
[G]

LINE
no . PLANT IN SERVICE

COMPANY
As FILED

$

[B]
Adi No.1

lnadequalely
Supported Plant, Regulatory Accumulated Customer
AFUDC & Other Asset Depreciation Deposits ADIT STAFF AS

Ref: Sch CSB-5 Ref: Sch CSB-6 Ref: Sch CSB-7 Ref: Sch CSB-8 Ref: Sch CSB-9 I ADJUSTED
$ . $ - s s s $

71

336,686
335.501

71
336,685
326, 168(9,334)

133,969
3,798

(1,940)

(542)

132,029
3,256

197,625 (5,558) 192,065

263,512
s5,8es
70,365
18,257
18,416

(1 .591 )
(4,775)

(138)
(1,549)

261,921
e1,090
70,227
16,708
18,415

21,516 21,516

270 270

3.379 3,379

235,381 (128,987) 106,394

Acct.
No Plant Description
301 Organization Cost
302 Franchise Cost
303 Land and Land Rights
304 Structures and Improvements
305 Collecting and impounding Res
307 Wells and Springs
309 Supply Mains
310 Power Generation Equipment
311 Electric Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs 8» Standpipe
331 Transmission and Distribution Mains
333 Services
334 Meters
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Miscellaneous Equipmc
340 Office Furniture and Fixtures

3401 Computers and Software
341 Transportation Equipment
343 Tools and Work Equipment
344 Laboratory Equipment
345 Power Operated Equipment
345 Communications Equipment
347 Miscellaneous Equipment
348 Other Tangible Plant

Rounding
Total Plant in Service

Less: Accumulated Depreciation
Net Plant in Service

s
$
s

$
s
s

x-

s
$
s

$1,724,610
105,733

1,618,877

(25,428) $
. $

(25,428) s

(128,987) s
- s

(128,987) s

- s
(22,741) s
22,741 s $

1,570,196
82,992

1,487,204

2.870 $ $ s s $ 2.a70

1
2
3
4
5
6
7
B
9
10
11
12
13
14
15
16
17
CB
19
20
21
22
23
24
25
26
27
2B
29
30
31
JL
33
34
35

LESS;
Advances in Aid of Construction (AIAC)
Service Line and Meter Advances

$
s

s
$

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization of CIAC

Net CIAC

s
s
s

20,000
15

19,985

$
s
s

20,ooo
15

19,985

To¢al Advances and Net Contributions $

s

22,855 $

$

s

$

$

$

s

s

s $ 22,855

Customer Deposits
Accumulated Deferred Taxes

s
$

22,298 s
s

22,29a
144,96451,588 93,376

ADD:
Working Capilal Allowance

37
38
39
'OU
41
44
43
44
43
46
47
48
49 Total Rate Base

$
$
$ 1,544,434 s (25,428) $ (128§987) $ 22,741 s (22,298) s

. s

. s
(93,376) $ 1,297,087



Line
No.

Acct.
No. Account Description

STAFF'S
ADJUSTMENT

4 Ar

5 u

Southern Sunrise Water Company
Docket No. W-02444A-09-0413
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-5

RATE BASE ADJUSTMENT no. 1 - INADEQUATELY SUPPORTED PLANT, AFUDC

1
2
3
4
5
6
7
8

304 Structures and Improvements
307 Wells and Springs
309 Supply Mains
311 Electric Pumping Equipment
330 Dist. Reservoirs & Standpipe
331 Trans, and Dist. Mains
333 Services
334 Meters

$
$
$
$
$
$
$
$
$

(9,334)
(1,940)

(542)
(5,558)
(1 .591 )
(4,775)

(138)
(1 ,549)

(25,428)

References:
Column A: Company Schedule B-2, P.3 for Southern Sunrise



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

b q

Southern Sunrise Water Company
Docket No. W-02454A-09-041 3
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-6

RATE BASE ADJUSTMENT no. REGULATORY ASSET2_

[C]

1 Other Tangible Plant - Regulatory Asset $ 235,381 $ (128,987) $ 106,394

References:
Column A: Company Schedule B-2
Column B: Testimony, CSB, Data Request Response CSB 3-5 and CSB 10-3
Column C: Column [A] + Column [B] -

[A] [B]



RATE BASE ADJUSTMENT no. 3 _ ACCUMULATED DEPRECIATION

LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

-lllllllllllll all

Southern Sunrise Water Company
Docket No. w-02454A-09-0413
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-7
Page 1 of 4

[A] [B] [Cl

1 Accumulated Depreciation $ 105,733 $ (22,741) $82,992

References:
Column A: Company Schedule C-1
Column B: Testimony, CSB,
Column C: Column [A] + Column [B]

s
I
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LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

4 *

Southern Sunrise Water Company
Docket No. w-02454A_09-0413
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-8

RATE BASE ADJUSTMENT no. 4 - CUSTOMER DEPOSITS

[A] [B] [C]

1 Customer Deposits $ $ 22,298 $ 22,298

References:
Column A: Company Schedule B-2
Column B: Testimony, CSB, Data Request Response CSB 4-8
Column C: Column [A] + Column [B] s

n



LINE
no. DESCRIPTION

PER
COMPANY ADJUSTMENT

PER
STAFF

4

Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-9

RATE BASE ADJUSTMENT no. 5 - ACCUMULATED DEFERRED INCOME TAXES

[A] [B] [C]

ADIT Net Asset/(Liability) $ 51.588 $ 93,376 $ 144,9641
2
3
4
5
6
7
8
9
10
11
12
13
14

I
s

References:
Column A: Company Schedule B-2, page 5
Column B: Testimony, CSB
Column C: Column [A] + Column [B]
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Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-10

OPERATING INCOME - TEST YEAR AND STAFF RECOMMENDED

[A] [B] [D] [E]
.I

LINE
n o. DESCRIPTION

COMPANY
TEST YEAR
As FILED

STAFF
TEST YEAR ADJ

ADJUSTMENTS no.

[C]
STAFF

TEST YEAR
As

ADJUSTED

STAFF
PROPOSED
CHANGES

STAFF
RECOMMENDED

s 433,457 $ $ 433,457 $ 140,492 $ 573,950
REVENUES:

Metered Water Sales
Water Sales - Unmetered
Other Operating Revenues

Total Revenues s
10,679

444,136 $ $
10,679

444,136 $ 140,492 $

10,679
584,629

EXPENSES:
$ $ $ $ $

32,354 32,354 32,354

1

I

1 ,265
7,972

91
5,390

179,427
5,592

6,448
(1,197)

12,3

1 .265
7,972

91
5,390

185,876
4.395

1,265
7,972

91
5,390

185,876
4,395

25,481
10,788

(1,033) 24,448
10,788

24,448
10,788

(22,934)
(773)

4

5

1,024
41,667
14,810

s,346
76,419

1 ,024
18,733
14,037
5.346

64,663

1 ,024
18,733
14,037
5,346

64,663(11,756) 6

Salaries and Wages
Purchased Water
Purchased Power
Fuel for Power Production
Chemicals
Materials & Supplies
Outside Services
Outside Senices~ Legal
Outside Services- Other
Water Testing
Equipment Rental
Rents
Transportation Expenses
Insurance - General Liability
Insurance - Health and Life
Reg. Comm. Exp.
Reg. Comm. Exp. - Rate Case
Miscellaneous Expense
Bad Debt Expense
Depreciation Expense
Taxes Other Than Income
Property Taxes
income Taxes

26,765
3,703

(6,536)
14,642

7

B

20,230
18,345

2,120
53,410

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
31
32
33
34

$ 438,094 $ $ 414,955 $ 55,530 $

22,350
71,755

0
470,485Total Operating Expenses

Operating Income (Loss) $ 6,042 $

(23,139)

23,139 $ 29,182 $ 84,982 $ 114,144

References:
Column (A): Company Schedule C-1, Page 2
Column (B): Schedule CSB-8
Column (C): Column (A) + Column (B)
Column (D): Schedules CSB-1 and CSB-2
Column (E): Column (C) + Column (D)
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LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS
(col c - Col A)

STAFF
As ADJUSTED

COSTS To BE ALLOCATED To SOUTHERN SUNRISE

Description
Amount

(Per RUCO 3.01 )

Unallowable

Costs
(Sch CSB-6, P2)

Direct Costs
of Unregulated

Affiliate(s)

Allowable
Common Costs

Allocated to
All 70 Companies

Allocations
%

Costs to be
Allocated to

Southern
(Col I x Col J)

Jul ullul

Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31. 2009

Surrebuttal Schedule CSB-12
Page 1 off

OPERATING INCOME ADJUSTMENT no. 1 - EXPENSE ALLOCATIONS
FROM UNREGULATED AFFILIATE

[A] [B] [C]

s $ s

$

166,037
13,390

179,427 $

(10,258)
(10,258) $

166,037
3,132

169.169

rm [E] [F] [G] IH] [H [JI [K]

68,081
46,980
13,853
45,220

972559
671.15
197.90
646.00

1 Contractual Services - Other
2 Corporate Expense Allocation
3 Total Contractual Services - Other
4
5
6
7
8
9
10
11
12 Audit*
13 Tax Servicesz
14 Legal-General3
15 Other Professional Services"
16 Management Fee
17 Unit Holder Communications
18 Trustee Fees
19 Escrow and Transfer Fees
20 Rent
21 Licenses/Fees and Permits

Office Expensess
Depreciation Expenses

$
$
$
$
$
$
$
$
$
$

$
$
$
$
$
$
$
$
$
$
$
$
$

680,812
469,804
138.531
452,202
563,803
145,658
127,1 16
85,354

273,965
14,565

555,759
189,797

3,697,367

$
$
$

- $ (612,730) S

- $ (422,824) $

_ $ (124,678) $

- $ (406,982) $
- $ (563,803) $
_ $ (145,658) $
- $ (127,116) $
- $ (85,354) $
- $ (273,965) $
- $ (14,565) $

(123,829) $ (405,801) $

- $ (170,818) $
(123,829) $ (3,354,294) $

26,129
18,980

219,244

1.43% $
1.43% $
1.43% $
1.43% $
1.43% $
1.43% $
1.43% $
1.43% $
1.43% $
1.43% $
1.43% $
1.43% $

$

373.27
271.14

3,132.05

22
23
24
25
26 Foot Note 1: Audit -
27
28
29 Foot Note 2: Tax Services - Given the tax complexity of the APIF's many holdings and transactions, Staff assigned the
30 majority of the cost (i.e., 90 percent) to APIF and the remaining 10 percent to its 70 companies/interests.
31
32 Foot Note 3: Legal, General - Staff reviewed the invoices and found that the very large majority of the cost
33 (i.e., 90 percent) was directly related to APIF and the remaining 10 percent to its 70 companies/interests.
34
35 Foot Note 4: Other Professional Semices - Staff reviewed the invoices and found that the very large majority of the cost
36 (i.e., 90 percent) was directly related to APIF and the remaining 10 percent to its 70 companies/interests.
37
38 Foot Note 5: Office Expense - Staff reviewed the invoices and found that the very large majority of the cost
39 (i.e., 90 percent) was directly related to APIF and the remaining 10 percent to its 70 companies/interests,
40
41 Foot Note 6: Depreciation Expense - Given that most of APIF's plant costs benefit primarily APlF, Staff assigned the
42 majority of the cost (i.e,, 90 percent) to APIF and the remaining 10 percent to its 70 companies/interests.
43
44 Foot Note 7: Allocation Percentage - Calculated as follows: 1 / 70 companies : 1.43%. The 70 companies represents
45 the average of the year-end 2007, 71 companies, and year-end 2008, 70 companies.

As the parent company's lenders require the APIF to have annual financial audits, Staf'f assigned the
majority of the cost (i.e., 90 percent) to APIF and the remaining 10 percent to its 70 companies/interests,

References:
Column A: Company Schedule C-2
Column B: Testimony, CSB, Company Data Request Responses CSB 1.26, RUCO 3.01

Column C: Column [A] + Column [B]



Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-12
Page 2 of 2

ILINEI

Invoice No.Vendor
Grand & Toy
Grand & Toy
Dell
Stor-Tec Ltd.
Cableteck
Cabieteck

612
512

1 Category
2 Office Expenses
3 Office Expenses
4 Office Expenses
5 Office Expenses
6 Office Expenses
7 Office Expenses
8

Description of Unallowable Cost
Furniture
Furniture Installation
Dell Server and Software
Shelving
Telephone System
Phones/CablinglNetvvork install
Total for Office Expenses

JF-394
10802

1 1009820-0074

Amount
$12,530
$60,909
$16,330
$7,459
$7,641

$18,960
$123,829

I
I



LINE

no. DESCRIPTION
COMPANY
As FILED

STAFF
ADJUSTMENTS
(col C - Col A)

STAFF
As ADJUSTED

Outside
Services

Other

l l

vs iv

4 \

Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-13

OPERATING INCOME ADJUSTMENT no. 2 - OUTSIDE SERVICES OTHER

[A] [C]

Outside Services - Other $ 179,427 $ 21,043 $ 200,4711
2
3
4
5
6
7
8
9
10
11
12

2008 $
2009 $

$

[B]

Divided by 2

$

225,851 Company Sch E-2
t75,090 Company Sch'E-2
400,941

2
200,471

References:
Column A: Company Schedule C-2

Column B: Testimony, CSB,
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

H q

1. *

Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-14

OPERATING INCOME ADJUSTMENT no. 3 - GENERAL OFFICE ALLOCATION I AFFILIATE INCREASE

[A] [B] (Cl

$ 39 $ 175,090Outside Services - Other
Affiliate Increase

Total Outside Services - Other

1
2
3
4
5
6

$

175,090
4,337

179,427 $
(4,337)
(4,337) $ 175.090

References:
Column A: Company Schedule C-2

Column B: Testimony, CSB
Column C: Column [A] + Column [B]

1



COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

LINE
no.

-llllll

Southern Sundris
Docket No. W-0
Test Year Ended

Surrebuttal Schedule csB-15

o \DJUSTMENT no. 4 - WATER TESTING EXPENSE

[A] [B] [C]

DESCRII
1 Water Te $ 5,592 $ (1,197) $4,395

1
I

References:

Column /
Column E
Column C

,-1 8. E-2
to Request CSB 4-20
n [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

n 4

8 41

Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-16

OPERATING INCOME ADJUSTMENT no. 5 - TRANSPORTATION EXPENSE

[A] [B] [C]

1 Transportation Expense $ 25,481 $ (1,033) $ 24,448

1
:

References:

Column A: Company Schedule C-1 8. E-2
Column B: Testimony, CSB, Data Request CSB 4-20
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Company Name

Total Rate
Case

Expense
Per Co.

Percent
of Total

Expense

Total Rate
Case Exp
Per Staff

From Line 19

Total Rate Case
For Each Company

Per Staff
Col F XCol G

Normalized
Rate Case
Expense

Col H/ 3 Years

Total Rate
Case Exp.

Company Name
Rate Case

Exp Amount

No. of Companies,
Systems, and

Consolidations

Average Rate
Case Expense

Col K / Col L

Name Docket Numbers

Southern Sunrise Water Company
Docket No, W-02454A-09-0413
Test Year Ended March 31. 2009

Surrebuttal Schedule CSB-17

OPERATING INCOME ADJUSTMENT no. 6 - RATE CASE EXPENSE

[A] [Bl fc1

Rate Case Expense - Southern Sunrise $ 41,667 $ (22,934) $ 18.733

[D] [E] [F] [GI [H] m

Bella Vista $250,000
Northern Sunrise $75,000

Southern Sunrise $125,000
Total $450,000

55.56% $
16.67% $
27.78% $

100.00%

202,316
202,316
202,316

$
$
$
$

112,398
33,719
56,199

202,3t6

s
$
$

37,466
11 ,240
18,733

From Line 30
Three Companies 8. 1 Consolidation

Average Cost $
Multiplied by

Total Rate Case Expense-Per Staff $

50,579
4

202,316

[J] [KI [L] IM]

Arizona-American Water Company' $
Arizona Water Company' $
Global Water Company' $

456,275
500,000
400,000

7  $
17 8
7  $

Total $
Divided by

Average Cost $

65.182
29,412
57,143

151.737
3

50,579

1 See Below for Docket Numbers

W-01445A-D8-0440

1
2
3
4
5
6
7
8
9
10
1 1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

Arizona-American Water Company W-01303A-08~0227
Arizona Water Company
Global Water Company SW-20445A-09-0077, et al

References:

Column A: Company Schedule C-1
Column B: Testimony, CSB
Column C: Column [A] + Column [B]



LINE
no. DESCRIPTION

COMPANY
As FILED

STAFF
ADJUSTMENTS

STAFF
As ADJUSTED

Meals,
and

Entertainment,

s

'r s

Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Surrebutta! Schedule CSB-18

OPERATING INCOME ADJUSTMENT no. 7 - MEALS, ENTERTAINMENT, & CONTRIBUTIONS

[A] [B] [C]

1 Miscellaneous Expense $ 14,810 $ (773) $ 14,037

$ 773 CSB 4-20
I

References:

Column A: Company Schedule C-1 & E-2
Column B: Testimony, CSB, Data Request CSB 4-20
Column C: Column [A] + Column [B]



LINE
no. 'DESCRIPTION

PLANT In
SERVICE
Per Staff

NonDepreciable
or Fully Depreciated

PLANT

DEPRECIABLE
PLANT

(Col A . Col B)
DEPRECIATION

RATE

DEPRECIATION
EXPENSE

(Col C x Col D

lllllll ll Ill l l

A r

Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-19

OPERATING INCOME ADJUSTMENT no. 8 . DEPRECIATION EXPENSE ON TEST YEAR PLANT

[A] [Bl rcpt rm [E]

$ s $$
7171

336,686
326,168

3,256
132,029
192,066
261,921
81,090
70,227
16,708
18,416

336,686
326,168

3,256
132,029
192,066
251,921

B1,090
70,227
16,708
18,418

10,861
65

6,601
24,008
5,815
1 ,622
2,339
1 ,392

368

21,516
270

21,516
270

1,435
13

a_379 3.379 338

301 Organization Cost
302 Franchise Cost
303 Land and Land Rights
304 Structures and Improvements
309 Supply Mains
310 Power Generation Equipment
311 Electric Pumping Equipment
330 Distribution Reservoirs & Standpipe
331 Transmission and Distribution Mains
333 Services
334 Meters
335 Hydrants
336 Backflow Prevention Devices
339 Other Plant and Miscellaneous Equipment
343 Tools and Work Equipment
345 Power Operated Equipment
346 Communications Equipment
347 Miscellaneous Equipment
348 Other Tangible Plant

Total Plant

0.00%
0.00%
0.00%
3.33%
2.00%
5.00%

12.50%
2.22%
2.00%
3.33%
8.33%
2.00%
6,67%
6.67%
5.00%
5.00%

10.00%
10.00%
10.00%

$
106,394

1,570,196 $ $
106.394

1,570, 125 $
10,639
65,497

1
2
3
4
6
7
8
9
12
13
14
15
16
17
15
20
21
22
23
24
25
29
30
31
32
33
34

Composite Depreciation Rate (Depr Exp/ Depreciable Plant):
CIAC:

Amortization of CIAC (Line 32 x Line 33):
$
$

4.17%
20,000

834

Depreciation Expense Before Amortization of CIAC:
Less Amortization of CIAC:

Test Year Depreciation Expense - Staff;
Depreciation Expense - Company:

Staff's Total Adjustment: $

$
$
$

65,497
834

64,663
76.419

(11,756)

References:
Column [A]:
Column [B]:
Column [C]:
Column [D]:
Column [E]:

Schedule CSB-4
From Column [A]
Column [A] - Column [B]
Engineering Staff Report
Column [C] x Column [D]



LINE
no. Property Tax Calculation

STAFF
AS ADJUSTED

STAFF
RECOMMENDED

l l l l l  l

Southern Sunrise Water Company
Docket No. W-02454A~09-0413
Test Year Ended March 31, 2009

Surreubttal Schedule CSB-20

OPERATING INCOME ADJUSTMENT no. 9 - PROPERTY TAX EXPENSE

rAn IBO

$ $

$
$

$

$

444,136
2

888,272
444,136

1 ,332,409
3

444,136
2

888,272
5,318 J

a

444,136
2

888,272
584,629

1 ,472,901
3

490,967
2

981,934
5.318

$
$

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Staff Adjusted Test Year Revenues
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue, Per Schedule CSB-1
Subtotal (Line 4 + Line 5) »
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Property Tax Rate

893,590
21.0%

187,654
10.7803%

$

987,252
21 .0%

207,323
10.7803°/o

$
* Line 15) $16

17
Staff Test Year Adjusted Property Tax (Line 14
Company Proposed Property Tax

20,230
26,765 1

18
19
20
21

(6,536)Staff Test Year Adjustment (Line 16-Line 17) $
Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Expense Due to Increase in Revenue Requirement

$
$
$

22,350
20,230

2,120

22
23
24

Increase to Property Tax Expense
Increase in Revenue Requirement
Increase to Property Tax per Dollar Increase in Revenue (Line19/Line 20)

$ 2,120
140,492

1.5092420/>
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Southern Sunrise Water Company
Docket No. W-02454A-09-0413
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-21

OPERATING INCOME ADJUSTMENT no. 10 - TEST YEAR INCOME TAXES

(A) (5)
DESCRIPTION

Calculation of Income Tax: Test Year
444,136
396,610

$
$
s
$ 47,526

6.968%
$

44,215
3.312

$
$
$
$
$
$ 15,033

2 Less: Operating Expenses - Excluding Income Taxes
3 Less: Synchronized Interest (L17)
4 Arizona Taxable income (L1- L2 - Ls)
5 Arizona State income Tax Rate
6 Arizona income Tax (L4 x L5)
7 Federal Taxable income (LE - Le)
8 Federal Tax on Income Bracket - Not Used
9 Federal Tax on Income Bracket - Not Used
10 Federal Tax on Income Bracket - Not Used
11 Federal Tax on Income Bracket - Not Used
12 Federal Tax on All income ($0 -$10,000,000) @ 34%
13 Total Federal income Tax
14 Combined Federal and State income Tax (LE + L13)

$
$

15,033
18,345

$ 1,297,087
0.00%

Calculation of Interest Svnchronization:
15 Rate Base (Schedule CSB-13, Col. (C), Line 16)
16 Weighted Average Cost of Debt
17 Synchronized Interest (L16 x L17) $

Income Tax - Per Staff $
Income Tax - Per Company $

Staff Adjustment S

18,345
3,703

14,642
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Consolidated Systems (Bellla Vista, Northern Sunrise, Southern Sunrise)

Docket No. W-02465A-09-041 1, Et. Al

Test Year Ended: March 31, 2009

Surrebuttal Schedule CSB~1

REVENUE REQUIREMENT

LINE
NO. DESCRIPTION Bella Vista

Northern
Sunrise

Southern
Sunrise Consolidated

1 Adjusted Rate Base $ 6,087,677 $ 642,392 $ 1 ,297,087 $ 8,027,155

2 Adjusted Operating Income (Loss) $ 434,940 $ (43,631) $ 29,182 $ 438,561

3 Current Rate of Return (LE / LI ) 7.14% -6.79% 2.25% 5.46%

4 Required Rate of Return 8.80% 8.80% 8.80% 8.80%

5 Required Operating Income (L4 * LI) $ 535,716 $ 56,530 $ 114,144 $ 706.390

6 Operating Income Deficiency (LE - L2) $ 100,776 $ 100,162 $ 84.962 $ 267,829

7 Gross Revenue Conversion Factor 1.65130 1 .65456 '1 .65359 1 .6517O

8 Increase (Decrease) In Gross Revenue (L7 * LE) $ 166,411 $ 165,724 $ 140,492 $ 442,372

9 Adjusted Test Year Revenue $ 3,526,033 $ 191,966 $ 444,136 $ 4,162,136

10 Proposed Annual Revenue (LB + LE) s 3,692,444 $ 357,691 $ 584,629 $ 4,604,508

11 Required Increase/Decrease in Revenue (%) (L8/L9) 4.72% 86.33% 31 .63% 10.63%

12 Number of Customers 7_5oo 349 789 8.638
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Surrebuttal Schedule CSB-2Consolidated Systems (Bellla Vista, Norther Sunrise, Southern Sunrise)
Docket No W-02465A-09-0411, Et. AI
Test Year Ended: March 31, 2009

GROSS REVENUE CONVERSION FACTOR

(A) (B) (C) (D)LINE
no. DESCRIPTION

1
2
3
4
5
6

Calculation of Gross RevenueConversion Factor
Revenue
Uncollectible Factor (Line 11)
Revenues (LI - L2)
Combined Federal and State Income Tax and Property Tax Rate (Line 23)
Subtotal (LS - L4)
Revenue Conversion Factor (L1 / LE)

100.0000%
0.0000%

1000000%
394562%
60.5-438%
1651696

7
8
9
10
11

Calculation of Unto/leotfib/e Factor
Unity
Combined Federal and State Tax Rate (Line 17)
One Minus Combined Income Tax Rate (L7 . La )
Uncollectible Rate
Uncollectible Factor (LE ' L10 )

100.0000%
3B5989%
el 4011 %
D0000%
D0000%

10D0000%
6.9680%

930320%
340000%
31 6309%

Calculation of Effective Tax Rate:
12 Cperating Income Before Taxes (Arizona Taxable Income)
13 Arizona State Income Tax Rate
14 Federal Taxable Income (L12 - L13)
15 Applicable Federal Income Tax Rate (Line 53)
16 Effective Federal Income Tax Rate (L14 x L15)
17 Combined Federal and State Income Tax Rate (L13 +L16) 38.5989%

1000000%
38.5989%
514011%

13962%

s
J

0.8573%

Calculation of Effective Pronertv Tax Factor
18 Unity
19 Combined Federal and State Income Tax Rate (L17)
20 One Minus Combined Income Tax Rate (L18-L19)
21 Property Tax Factor (Schedule CSB-5)
22 Effective Property Tax Factor (L20*L21 )
23 Combined Federal and State income Tax and Property Tax Rate (L17+L22> 39.4562%

$ 706,390
438,561

24 Required Operating Income (Schedule CsB-t, Line 5)
25 AdjustedTest Year Operating Income (Loss) (Schedule CSB-4)
26 Required Increase in Operating Income (L24 - L25) $ 267,829

s 338,092
169,725

27 Income Taxes on Recommended Revenue (Col sq_ L52)
28 Income Taxes on Test Year Revenue (Col [8], L52)
29 Required Increase in Revenue to Provide for income Taxes (L27 L28) 168,367

$ 4,604,508
0.0000%

$
$

30 Recommended Revenue Requirement (Schedule CSB-1, Line 10)
31 Uncollectible Rate (Line 10)
32 Uncolllectible Expense on Recommended Revenue (L30*L31 )
33 Adjusted Test Year Uncolleetible Expense
34 Required increase in Revenue to Provide for Uncollectible Exp. (L32-L33)

s 181_355
175,178

35 Property Tax with Recommended Revenue (CSB-5)
36 Property Tax on Test Year Revenue (CSB-5)
37 Increase in Property Tax Due to Increase in Revenue (L35-L36)
38 Total Required Increase in Revenue (L26 + L29 + L34 + L37) $

e,177
442,372

Test
Year
4,162,136
3,553,849

168,570
439.716
6.9680%
30,639

409,077

$
$

442,372
6,177

Staff
Recommended
5 4,604,508
$ 3,560,026
$ 168,570
s 875,911

6.9680%
61,034

814,878
$
$
$
$
$
s
$
$
$

$
s
$
$
$
$
$
$
$

Calculation of income Tax:
39 Revenue (Schedule CSB-4, Col [C], Line 5 & Sch. CSB-1, Col. [D] Line 10) S
40 Operating Expenses Excluding Income Taxes $
41 Synchronized Interest (L56) $
42 Arizona Taxable Income (L39 . L40 . L41) $
43 Arizona state Income Tax Rate
44 Arizona Income Tax (L42 x L43)
45 Federal Taxable Income (L42 - L44)
46 Federal Tax on Income Bracket - Not Used
47 Federal Tax on Income Bracket - Not Used
48 Federal Tax on Income Bracket - Not Used
49 Federal Tax on Income Bracket - not Used
50 Federal Tax on All Income ($D -$10,000,000) @34%
51 Total Federal Income Tax
52 Combined Federal and State Income Tax (L44 + L51 )

139.086
139,086
169,725

277,058
277,058
338,092

53 Applicable Federal Income Tax Rate [COl. [C], L51 . Col {A], L51] / [CDL [C], L45 - Col [A], L45] 34,0000%

$

Calculation of Interest Svnchronizaticn:
54 Rate Base (Schedule CSB-3, Col, (C)_ Line 14
55 Weighted Average Cost of Debt
56 Synchronized interest (L45 x L46) $

8,027,154
2.1000%
168,570
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Consolidated Systems (Bellla Vista, Northern Sunrise, Southern Sunrise)
Docket No. W-02465A-09-041 1, Et. Al
Test Year Ended: March 31, 2009

Surrebuttal Schedule CSB-3

I RATE BASE I

Northern
Sundse

Southern
Sunrise

1

TotalBella Vista
$ - $ $

327,399
1,307,935

71
336,686
326,168

890
23,926

280,668
51 ,378
34,0641,127,614 132,029

3.256
1,293

91,019 19210651,963,085
83,385

2,280,128
12,109,036
1 ,358,732
1 .3sa,176

884,182

95,568
36,763
29,756
3.449

59,298

261,921
81,090
70,227
16,708
18,416

961
688,011

1,914,771
51,378

1,293,708
3.256
1,293

2,246,171
83,385

2,637,717
12,226,889

1,458,715
1,378,333

961,896

23,472 21,51669,551
177,328
161,264
268,464
122,443 270

t 14,539
177,328
161,254
268,464
122.712

5,a81 3,379
31 v548

411,484
107,306

$
$
$

$
$
$

s
$
$

$24,149,060
9,954,974

14,194,085

48,984
786,509

39,91 1
746,598

106,394
1,570,196

82,992
1 ,487,204 $

31,548
420,743
107,306
155,378

26,505,765
10,07/,878
16,427,887

2,870
LESS.
Advances in Aid of Construction (AIAC)
Service Line and Meter Advances

$
$

6,781 ,443
556,325

$
s 410

$
$

$
s

6,784,313
558,735

Contributions in Aid of Construction (CIAC)
Less; Accumulated Amortization of CIAC

Net CIAC

$
$

496,445
230,909
265,536

$
$

26,000
63

25,937

s 20,000
15

19,985

$ 542,445
230,987
311 ,45a

Total Advances and Net Contributions $ 7,603,304 $ 26,347 $ 22,855 s 7,652,506

Customer Deposits
Accumulated Deferred Taxes

$
$

175,850
327,255

$
$

7,972
69,887

$
$

22,298
144,964

$
$

206,120
542,106

LINE Acct.
_ IQ No. - F Plant Description

1 301 Organization Cost
2 302 Franchise Cost
3 303 Land and Land Rights
4 304 Structures and Improvements
5 305 Collecting and impounding Res.
6 307 Wells and Springs
7 309 Supply Mains
8 310 Power Generation Equipment
9 311 Pumping Equipment

10 320 Water Treatment Equipment
11 330 Distribution Reservoirs and Standpipes
12 331 Transmission and Distribution Mains
13 333 Services
14 334 Meters and Meter Installations
15 335 Hydrants
16 336 Backflow Prevention Devices
17 339 Other Plant and Miscellaneous Equipment
18 340 Office Furniture and Equipment
19 340.1 Computers and Software
20 341 Transportation Equipment
21 343 Tools, Shop, and Garage Equipment
22 344 Laboratory Equipment
23 345 Power Operated Equipment
24 346 Communication Equipment
25 347 Miscellaneous Equipment
26 348 Other Tangible Equipment
27 Total Plant in Service Actual
28 Less: Accumulated Depreciation
29 Net Plant in Service
a u

31
32
33
34
35
36
37
JO
39
nU
41
42
43
44
45
46
47

ADD;
Working Capital Allowance $ s s

Total Rate Base

$
$
$ 6,087,676 $ 642,392 $ 1,297,087 $ 8,027,154
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LINE
NO, Property Tax Calculation Bella Vista Northern Southern Total

Bella Vista Northern Southern Total

l

*

4 4

Consolidated Systems (Bellla Vista, Northern Sunrise, Southern Sunrise)
Docket No. W-02465A~09-0411, Et. AI
Test Year Ended: March 31, 2009

Surrebuttal Schedule CSB-5

$ $ 191.966
2

383,933
191,966
575,899

3
191,966

2
383,933

$ 444,136
2

888,272
444,136

1 ,332,409
3

444,136
2

888,272
5,318

$1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

4.162.136
2

8,324,271
4,162,136

12,486,407
3

4,162,136
2

8,324,271
43,307
3,305

8,364,273
21 .0%

1,756,497
9.9732%

Staff Adjusted Test Year Revenues
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue (Test Year), Per Schedule CSB-1
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Mutilplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate

3,526,033
2

7,052,066
3,526,033

10,578,099
3

3,526,033
2

7,052,066
37,989
3,305

7,086,750
21 .0%

1,488,218
9.8053%

383,933
21.0%

80,625
11.1932%

893,590
21 .0%

187,654
10.7803%l- _I

I
I

Line 15) 145,924 9,025 20,230 175,17816
17

Staff Test Year Adjusted Properly Tax (Line 14 *
Company Proposed Property Tax

$
$

$
$

$
$

$
s

18 Staff Test Year Adjustment (Line 16-Line 17) $ 145,924 $ 9,025 $ 20,230 $ 175,178

I

$ $ $ $

$ $

191,966
2

383,933
357,691
741,623

3
247,208

2
494,416

$

444,136
2

888,272
584,629

1,472,901
3

490,967
2

981,934
5.318

$

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38

Staff Adjusted Test Year Revenues
Weight Factor
Subtotal (Line 19 * Line 20)
Staff Recommended Revenue, Per Schedule CSB-1
Subtotal (Line 21 + Line 22)
Number of Years
Three Year Average (Line 2:3 / Line 24)
Department of Revenue Mutilplier
Revenue Base Value (Line 25 * Line 26)
Plus: 10% of CWIP -
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 27 + Line 28 - Line 29)
Assessment Ratio
Assessment Value (Line 30 * Line 31 )
Composite Property Tax Rate

3,526,033
2

7,052,066
3,692,444

10,744,510
3

3,581 ,503
2

7,163,007
37,989
3,305

7,197,691
21 .0%

1,51 1 ,515
9.8053%

494,416
21.0%

103,827
1 t.1932%

987,252
21 .0%

207823
10.7803%

4,162,136
2

8,324,271
4,604,508

12,928,779
3

4,309,593
2

8,619,186
43,307
3,305

8,659,188
21 .0%

1,818,429
9.9732%

Property Tax - Staff Recommended Rev (Line 34)
Staff Test Year Adjusted Property Tax Expense (Line 18)
Increase in Prop Tax Exp Due to lncr in Rev Requ (Line 36 - Line 37)

$
$
$

148,209
145,924

2,284

$
$
$

1 1 ,622
9,025
2,597

$
$
$

22,350
20,230
2,120

$
$
$

181,355
175,178

6,177

39
40
41

Increase to Property Tax Expense (Line 38)
increase in Revenue Requirement (Line 22 - Line 19)
Increase to Property Tax per Dollar Increase in Rev (Line39/Line 40)

$ 2,284
166,411

1.372742%

$ 2,597
165,724

1 .567048%

$ 2,120
140,492

1.509242%

$ 6,177
442,372

1 .396244%
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Company
Proposed

Staff

Recommended
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RATE DESIGN
* »

Bella Vista Water Company, Inc.
Docket No. W-024-5A-09-041 1
Test Year Ended March 31, 2009

Surrebuttai Sch CSB-1 RD
Page 1 of 5

Monthly Minimum Charge

Meter Size (All Classes):
5/8 Inch X 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
3 Inch
4 Inch
6 Inch
8 Inch

$ 15.00
22.70
28.10
34.50
42.25

121.90
173.00
950.00

1,295.00

s 18.46
29.07
36.92
69.23

118.14
147.68
184.60
830.70

1,329.12

$ 13.50
19.00
29.00
58.00
90.00

185.60
290.00
580.00
928.00

Fire Sprinklers
Fire Sprinklers - 4 Inch (See Notel and Note 2)
Fire Sprinklers - 6 Ind'l (See Notel and Note 2)
Fire Sprinklers - 8 Inch (See Notel and Note 2)

5.00
9.50

12.95

15.00
15.61
26.58

N/A
N/A
NlA

Fire Sprinklers
Fire Sprinklers
Fire Sprinklers

- 4 Inch (See Notel and Note 3)
- 6 Inch (See Notel and Note 3)
- 8 Inch (See Notel and Note 3)

5.00
9.50

12.95

N/A
NlA
N/A

Note 3
Note 3
Note 3

Note 1 - Present Rates are 1% of monthly minimum for comparable sized meters, but not less than $5.00 per month
Note 2 - Proposed rates are 2% of monthly minimum for comparable sized meters, but not less than $15 per month.
Note 3 - Staffs recommended monthly charges are 2% of the monthly minimum for an equivalent sized meter

or $10, whichever is greater, for all meter sizes.

s
I

Commodity Charge - Per Thousand Gallons

All Meter Sizes and Classes
0 gallons to 5,000 gallons
5,001 gallons to 25,000 gallons
Over 25,000 gallons

$ 0.9700
1.8900
2.4100

N/A
N/A
N/A

N/A
N/A
N/A

5/8" x 3/4" Meter and 3/4" Meter (Residentially
First 4,000 gallons
4,001 gallons to 10,000 gallons
Over 10,000 gallons

N/A
N/A
N/A

1.5300
2.2300
2.6300

$ 0.9000
1.5000
2.3110

5/8" x 3/4" Meter and 3/4" Meter (Commercial)
0 gallons to 4,000 gallons
over 4,000 gallons

NIA
NlA

1 .4500
1 .9000

N/A
N/A

First 10,000 gallons
Over 10,000 gallons

N/A
N/A

N/A
NlA

1.5000
2.3110

1" Meter (All Classes Except Standoinel
First 10,000 gallons
Over 10,000 gallons

NlA
NlA

1 .4500
1 .9000

1.5000
2.3110

1.5" Meter (All Classes Except Standpipe)
0 gallons to 25,000 gallons
over 25,000 gallons

N/A
N/A

1 .4500
1 .9000

N/A
N/A

First 23,000 gallons
Over 23,000 gallons

N/A
N/A

NlA
N/A

1.5000
2.3110



Present
Company
Proposed

Staff
Recommended
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Bella Vista Water Company, Inc.
Docket No. W-02465A-09-041 1
Test Year Ended March 31, 2009

RATE DESIGN Surrebuttal Sch CSB~1 RD
Page 2 of 5

-~ 4

Commodity Charge - Per Thousand Gallons Continued

2" Meter (All Classes Except Standpipe)
0 gallons to 50,000 gallons
over 50,000 gallons

N/A
N/A

1 .4500
1 .9000

N/A
N/A

First 40,000 gallons
Over 40,000 gallons

N/A
N/A

N/A
N/A

1.5000
2.3110

3" Meter (All Classes Except Standoipel
0 gallons to 80,000 gallons
over 80,000 gallons

N/A
N/A

1 .4500
1 .9000

N/A
N/A

First 85,000 gallons
Over 85,000 gallons

N/A
N/A

N/A
N/A

1.5000
2.3110

4" Meter (All Classes Except Standoioel
0 gallons to 175,000 gallons
over 175,000 gallons

N/A
N/A

1 .4500
1.9000

N/A
N/A

1
x

First 140,000 gallons
Over 140,000 gallons

N/A
N/A

N/A
N/A

1.5000
2.3110

6" Meter (All Classes Excenl Standpipe)
0 gallons to 450,000 gallons
over 450,000 gallons

N/A
N/A

1.4500
1.9000

N/A
N/A

First 290,000 gallons
Over 290,000 gallons

N/A
NlA

N/A
NIA

1.5000
2.3110

8" Meter (All Classes Except Standpipes
0 gallons to 720,000 gallons
over 720,000 gallons

N/A
N/A

1 .4500
1 .9000

N/A
N/A

First 470,000 gallons
Over 470,000 gallons

N/A
N/A

N/A
N/A

1.5000
2.3110

Standpipe (HydranVBulk)
Per 1,000 gallons No Tariff  $ 2.63 2.3110
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RATE DESIGNBella Vista Water Company, Inc.
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Surrebuttal Sch CSB-1 RD
Page 3 of 5

$ $ $

$
$
$
$
$

$
$
$
$
$

$
$
$
$
$

30.00
45.00

Ia]
30.00
45.00
30.00
15.00
15.00
1.50%

$

30.00
45.00

[al
30.00
45.00
30.00
15.00
15.00
1.50%

[bl
NT
NT
[C]

Cost

30.00
45.00

la]
30.00
45.00
30.00
15.00
15.00
1.50%

[bl
40.00

NlA

[C]
Cost

$

Miscellaneous Charges
Establishment (Regular Hours) per Rule R14-2-403D
Establishment (After Hours) per Rule R14-2-403D
Re-Establishment of Service per Rule R14-2-403D
Recorlnection (Delinquent) per Rule R14-2-403D
Reconnection (After Hours) per Rule R14-2-403D
Meter Test (if correct) per Rule R14-2-408F
Meter Reread per Rule R14-2-408C (if correct)
NSF Check per Rule R14-2~409F
Deferred Payment, Per Month
Late Charge
Service Calls - Per HourlAfter Hours(e)
Service Calls - Flat Rate /After Hours(e)
Deposit Requirements
Moving Meter at Customer Request
Damage to Meter
Main Extension Tariff

Cost
Cost

Cost
Cost

[bl
NlA

40.00
[C]

Cost
[d]
[d]

NT : No Tariff

[a] Minimum charge times number of full months off the system. per Rule R14-2-403(D).
[b] Greater of $5.00 or 1.5% of unpaid balance.
[c] Per ACC Rules R14-2-403(B) Residential - two times the average bill.

Commercial - two and one-half times the average bill.
[d] The charges are not reflected in Staffs rate design as provisions for these costs are in the Commission Rules.

I
I

IN ADDITION To THE COLLECTION oF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE oF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
TM PER COMMISSION RULE 14-2-409D(5).



Total
Present
Charge

Company
Proposed

Service Line
Charge

Company
Proposed

Meter
Installation

Charge

Total
Company
Proposed
Charge*

Total
Present
Charge

Staff
Recommended
Service Line

Charge"

Staff
Recommended

Meter
Installation

Charge

x Total
Staff

Recommended
Charge

Bella Vista Water Company, Inc.
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

RATE DES;GN Surrebuttal Sch CSB-1 RD
Page 4 of 5

$
$
$
s

$

$

$

Service and Meter Installation Charges
5/8 X 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch / Turbine
2 Inch / Compound
3 Inch / Turbine
3 Inch / Compound
4 Inch / Turbine
4 Inch / Compound
6 Inch / Turbine
6 Inch / Compound
8 Inch 8- Larger

$

350 $
350
400
500

NT
675

NT
1 ,500

NT
1 ,500

NT
4,400

NT

385.00
385.00
435.00
470.00
630.00
630.00
805.00
845.00

1,170.00
1,230.00
1,730.00
1,770.00

At Cost

At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
Al Cost
A( Cost
At Cost
Al Cost
A( Cost

At Cost
At Cost
At Cost
At Cost
At Cost
AL Cost
AI Cost
At Cost
Al Cost
Al Cost
At Cost
AI Cost
At Cost

* Plus actual road crossing costs.
NT = No Tariff

$
$
$
$

$
$
$

1,765
1 ,765
1,765

$
$
s

105
180
240

$
$
$

1 ,870
1,945
2,005

s

s

$

5/8 x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch / Turbine
2 Inch / Compound
3 Inch / Turbine
3 Inch / Compound
4 Inch / Turbine
4 Inch / Compound
6 Inch I Turbine
6 Inch l Compound
B Inch & Larger

$

350
350
400
500

NT
675

NT
1 ,500

NT
1 ,500

NT
4,400

NT

At Cost
A( Cost
At Cost
At Cost
A( Cost
Al Cost
At Cost
At Cost
At Cost
Al Cost

AI Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
Al Cost
At Cost
Al Cost

At Cost
At Cost
At Cost
Al Cost
At Cost
Al Cost
At Cost
At Cost
At Cost
Al Cost

NT = No Tariff
** To include the actual cost incurred when road crossing is required.
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RATE DESIGN
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Bella Vista Water Company, Inc.
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Surrebuttal Sch CSB-1 RD
Page 5 of 5

Off-site Facilities Hook-up Fee
518 X 3/4 Inch
3/4 inch
1 Inch
1 1/2 Inch
2 inch
3 Inch
4 Inch
6 Inch or larger

NT
NT
NT
NT
NT
NT
NT
NT

$ 1 ,600
2,400
4,000
8,000

12,800
25,600
40,000
80,000

$ 1,600
2,400
4,000
8.000

12,800
25,600
40,000
80,000

NT = No Tariff
* Staff does not recommend approval of the hook-up fee.

I
I
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Bella Vista Water Company
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-2 RD

Typical Bill Analysis
General Service 5/8 x 3/4-lnch Meter

Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
IncreaseCompany Propose

Average Usage 6,612 $ 22.90 $ 30.40 $ 751 32.79%

Median Usage 4,500 19.37 25.70 $ 6.33 32.69%

Staff Recommended

6,612 $ 22.90 $ 26.37 $ 3.48 15.18%Average Usage

Median Usage 4,500 19.37 21.49 $ 2.13 10.98%

Present 8< Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter

I
I

Gallons Present
Company
Proposed % %

Consumption Increase
$

Rates
15.00
15.97
16.94
17.91
18.88
19.37
19.85
21.74
22.90
23.63
25.52
27.41
29.30
31 . 19
33.08
34.97
36.86
38.75
40.64
42.53
44.42
46.31
48.20
57.65
69.70
81.75
93.80

105.85
117.90
178. 15
238.40

$
Rates

18.46
19.99
21 .52
23.05
24.58
25.70
26.81
29.04
30.40
31 .27
33.50
35.73
37.96
40.59
43.22
45.85
48.48
51 .1 1
53.74
56.37
59.00
61 .63
64.26
77.41
90.56

103.71
116.86
130.01
143. 16
208.91
274.66

23.07%
25.17%
27.04%
28.70%
30.19%
32.69%
35.06%
33.58%
32.79%
32.33%
31 .27%
30.35%
29.56%
30.14%
30.65%
31 .11%
31 .52%
31 .90%
32.23%
32.54%
32.82%
33.08%
33.32%
34.28%
29.93%
26.86%
24.58%
22.82%
21 .42%
17.27%
15.21%

Staff
Recommended

recommended
Rates

13.50
14.40
15.30
16.20
17. 10
21.49
22.65
24.96
26.37
27.27
29.58
31 .89
34.20
36.51
38.82
41 . 13
43.45
45.76
48.07
50.38
52.69
55.00
57.31
68.87
80.42
91 .98

10353
115.09
126.64
184.42
242.19

$
Increase

-10.00%
-9.83%
-9.68%
-9.55%
-9.43%
10.98%
14.09%
14.80%
15.18%
15.40%
15.91%
16.35%
16.73%
17.07%
17.36%
17.63%
17.87%
18.08%
18.28%
18.45%
18.62%
18.77%
18.90%
19.46%
15.38%
12.51%
10.38%
8.73%
7.41%
3.52%
1.59%

1,000
2,000
3,000
4,000
4,500
5,000
6,000
6,612
7,000
8,000
9,000

10,000
1 1 ,000
12,000
13,000
14,000
15,000
16,000
17,000
18,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000
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RATE DESIGN
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Northern Sunrise Water Company, Inc.
Docket No. W-20453A-09-0412
Test Year Ended March 31, 2009

Surrebuttal Sch CSB-3 RD
Page 1 of 4

Monthly Minimum Charge

$ $ $

Meter Size (All Classes):
5/8 inch x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 inch
3 Inch
4 Inch
6 Inch
8 Inch

31 .00
46.50
77.50

155.00
24a.00
496.00
775.00
930.00

1,550.00

75.39
1 13.09
188.48
376.95
603.12

1 ,206.24
1 ,8B4.75
3,769.50
6,031 .20

44_00
55.00

1 10.00
220.00
352.00
704.00

1,100.00
2,200.00
3,520.00

Commodity Charge - Per Thousand Gallons

$ N/A
All Meter Sizes and Classes, Exceot lrriqation
0 gallons lo 5,000 gallons
5,001 gallons to10,000 gallons
Over 10,000 gallons

2.0000
2.7500
3.9000 I

I

N/A
NIA
NlA N/A

All Meter Sizes - lrriqation
0 gallons to 45,000 gallons
Over 45,000 gallons

2,7500
3.9000

N/A
N/A

N/A
N/A

5/8 Inch x 3/4 Inch Meter and 3/4 Inch Meter - Residential
0 gallons to 4,000 gallons
4,001 gallons to 10,000 gallons
over 10,000 gallons

N/A
N/A
N/A

4.8600
5.8600
7.0100

N/A
NlA
NlA

0 gallons to 3,000 gallons
3,001 gallons to 10,000 gallons
Over 10,000 gallons

N/A
N/A
NlA

N/A
N/A
N/A

5.1000
8.1000

11.1000

5/B Inch x 3/4 Inch Meter and 3/4 Inch Meter - Commercial, lrriqation
over 10,000 gallons

N/A
NIA

4.8600
5.8600

N/A
N/A

0 gallons to 10,000 gallons
Over 10,000 gallons

N/A
N/A

N/A
N/A

8.1000
11.1000

1" Meter (All Classes, Except Standpipe)
0 gallons to 25,000 gallons
over 25,000 gallons

N/A
NlA

4.8600
5.8600

N/A
N/A

0 gallons to 22,000 gallons
Over 22,000 gallons

N/A
N/A

N/A
N/A

8.1000
11.1000

1.5" Meter (All Classes, Except Standpipe)
0 gallons to 50,000 gallons
over 50,000 gallons

N/A
NlA

4.8600
5.8600

N/A
N/A

0 gallons to 53,000 gallons
Over 53,000 gallons

N/A
N/A

N/A
N/A

8.1000
11.1000

2" Meter (All Classes, Except Standpipe/Construction)
0 gallons to 80,000 gallons
over 80,000 gallons

N/A
N/A

4.B600
5.8600

N/A
N1A

0 gallons to 92,000 gallons
Over 92,000 gallons

N/A
N/A

NIA
NlA

8.1000
11.1000
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Commodity Charge - Per Thousand Gallons Continued

3" Meter (All Classes, Except Standpipe)
O gallons to 160,000 gallons
over 160,000 gallons

NlA
N/A

4.8600
58600

N/A
N/A

1

0 gallons to 197,000 gallons
Over 197,000 gallons

N/A
N/A

N/A
N/A

8.1000
11.1000

4" Meier (All Classes, Except Standpipe)
0 gallons to 250,000 gallons
over 250,000 gallons

N/A
N/A

4.B600
5.8600

NlA
N/A

0 gallons to 315,000 gallons
Over 315,000 gallons

N/A
N/A

N/A
N/A

8.1000
11.1000

6" Meter (All Classes, Except Standpipe)
0 gallons to 500,000 gallons
over 500,000 gallons

N/A
N/A

4.8600
5.8600

N/A
N/A

0 gallons to 645,000 gallons
Over 645,000 gallons

N/A
N/A

N/A
N/A

8.1000
11.1000

8" Meter (All Classes, Except Standpipe)
0 gallons to 800,000 gallons
over 800,000 gallons

N/A
N/A

4.8600
5.8600

NlA
N/A

0 gallons to 1,000,000 gallons
Over 1,000,000 gallons

N/A
N/A

NlA
N/A

8.1000
11.1000

Standpipe (Construction)
Per 1,000 gallons 3.9000 5.8600 11.1000

|
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$
$

$
$

s
$

s

$

25.00
35.00

[3]
35.00

NT
NT

5.00
NT

1.50%
1.50%
50.00

$
$
$
$
s

25.00
35.00

13]
35.00
45.00
30.00
15.00
15.00
150%
150%
50.00

$
s
$
$
$

25.00
35.00

la]
35.00
45.00
30.00
15.00
15.00
1.50%
1.50%
50.00$ $ $

Miscellaneous Charges
Establishment (Regular Hours) per Rule R14-2-403.D
Establishment (After Hours) per Rule R14-2-403.D
Re-Establishment of Service per Rule R14-2-403.D
Reconnection (Delinquent) per Rule R14-2-403.D
Reconnection (After Hours) per Rule R14-2-403.D
Meter Test (if correct) per Rule R14-2-408.F
Meter Reread per Rule R14-2-408.C (if correct)
NSF Check per Rule R14-2-409.F
Deferred Payment, Per Month per Rule R14-2-409.G
Late Charge
Service Calls Per Hour/After Hours(e)
Deposit Requirements
Moving Meter at Customer Request
Damage to Meter
Main Extension Tariff

[bl
NT
NT

Cost

[b]
Cost
Cost
Cost

[b]
Cost

[C]
[C]

[a] Minimum charge times number of full months off the system. per Rule R14-2-403.D.
[b] Per ACC Rules R14-2-403.B Residentiaf - two times the average bill.

Commercial - two and one-half times the average bill.
[c] The charges are not reflected in Staff's rate design as provisions for these costs are in the Commission Rules.

I
r

NT : No Tariff

IN ADDITION To THE COLLECTION oF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES. USE, AND FRANCHISE
TAx. PER COMMISSION RULE 14-2-409D(5),
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Service Line and Meter Installation Charges
5/8 x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch /Turbine
2 Inch / Compound
3 Inch /Turbine
3 Inch / Compound
4 Inch l Turbine
4 Inch / Compound
6 Inch / Turbine
6 Inch / Compound
8 Inch & Larger

$ 410.00
410.00
520.00
660.00

1,155.00
1,720.00
1,625.00
2,260.00
2,500.00
3,200.00
4,500.00
6,300.00
8,200.00

$ 385.00
385.00
435,00
470.00
630.00
530.00
805.00
845.00

1 ,1̀ /0.00
1,230.00
1,730.00
1,770.00

At Cost

A( Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
As Cost
Al Cost
At Cost
At Cost

At Cost
At Cost
At Cost
At Cost
At Cost
AL Cost
Al Cost
AI Cost
At Cost
AI Cost
At Cost
At Cost
At Cost

' Plus actual road crossing costs.
NT : No Tariff I

s

$ $1,765
$1,765
$1 ,765

5/8 x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch /Turbine
2 Inch / Compound
3 Inch /Turbine
3 Inch / Compound
4 Inch /Turbine
4 Inch / Compound
6 Inch / Turbine
6 Inch / Compound
8 Inch & Larger

410.00
410.00
520.00
660.00

1 ,155.00
1 ,720.00
1,625.00
2,260.00
2,500.00
3,200.00
4,500.00
6,300.00
8,200.00

At Cost
At Cost
At Cost
Al Cost
A( Cost
Al Cost
At Cost
At Cost
Al Cost
Al Cost

$105
$180
$240
At Cost
At Cost
A! Cost
At Cost
At Cost
Al Cost
A( Cost
Al Cost
At Cost
At Cost

$1 ,870
$1 ,945
$2,005
At Cost
At Cost
At Cost
At Cost
Al Cost
Al Cost
Al Cost
At Cost
At Cost
At Cost

NT = No Tariff
*' To include the actual cost incurred when road crossing is required.

Off-site Facilities Hook-up Fee
5/8 X 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 inch
3 Inch
4 Inch
6 Inch or larger

NT
NT
NT
NT
NT
NT
NT
NT

$ 1.600
2,400
4,000
8,000

12,B00
25,600
40,000
80,000

$ 1 ,500
2,400
4,000
8,000

12,800
25,600
40,000
80,000

* Staff does not recommend approval of the hook-up fee.
NT = No Tariff
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Northmen Sunrise
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-4 RD

Typical Bill Analysis
General Service 5/8 x 3/4-Inch Meter

Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

5,755 $ 43.08 $ 105.11 $ 62.04 144.02%

Company Proposed

Average Usage

Median Usage 4,500 40.00 97.76 $ 57,76 144.40%

Staff Recommended

5.755 $ 43.08 $ 81.62 $ 38.54 89.47%Average Usage

Median Usage 4,500 40.00 71.45 $ 31.45 78.63%

x
I

Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter

Gallons
Consumption

Company
Proposed

Rates
%

Increase
%

Increase
$

Present
Rates

31 .00
33.00
35.00
37.00
39.00
40.00
41 .00
43.08
43.75
46.50
49.25
52.00
54.75
58.65
62.55
66.45
70.35
74.25
78. 15
82.05
85.95
89.85
93.75

113.25
132.75
152.25
171 .75
191 .25
210.75
308.25
405.75

$ 75.39
80.25
85.11
89.97
94.83
97.76

100.69
105.11
106.55
112.41
118.27
124.13
129.99
137.00
144.01
151 .02
158.03
165.04
172.05
179.06
186.07
193.08
200.09
235.14
270.19
305.24
340.29
375.34
410.39
585.64
760.89

143.19%
143.18%
143.17%
143.16%
143.15%
144.40%
145.59%
144.02%
143.54%
141.74%
140.14%
138.71%
137.42%
133.59%
130.23%
127.27%
124.63%
122.28%
120.15%
118.23%
116.49%
114.89%
113.43%
107.63%
103.53%
100.49%
98.13%
96.26%
94.73%
89.99%
87.53%

$
I

41 .94%
48.79%
54.86%
60.27%
72.82%
78.63%
84. 15%
89.47%
91 .09%
97.20%

102.64%
107.50%
117.35%
121 .82%
125.74%
129. 19%
132.27%
135.02%
137.49%
139.73%
141 .77%
143.63%
145.33%
152. 10%
156.87%
160.43%
163. 17%
165.36%
167. 14%
172.67%
175.54%

1,000
2,000
3,000
4,000
4,500
5,000
5,755
6,000
7,000
8,000
9,000

10,000
11,000
12,000
13,000
14,000
15,000
16,000
17,000
18,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000

Staff
Recommended

Rates
44.00
49. 10
54.20
59.30
67.40
71 .45
75.50
al .62
83.60
91 .70
99.80

107.90
119.00
130. 10
141 .20
152.30
163.40
174.50
185.60
196.70
207.80
218.90
230.00
285.50
341 .00
396.50
452.00
507.50
563.00
840.50

1,118.00
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Monthly Minimum Charge

Meter Size (All Classes):
5/8 Inch x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
3 Inch
4 Inch
6 Inch
8 Inch

$ 31.00
46.50
77.50

155_00
248.00
496.00
775.00
930.00

1,550.00

$ 54.37
81 .56

135.93
271 .85
434.96
869.92

1 ,359.25
2,718.50
4,349.60

$ 30.00
45.00
75.00

150.00
240.00
480.00
750,00

1,500.00
2,400.00

Fire Sprinklers
One percent of monthly minimum for comparable sized refers but not
less than $5.00 per month * * N/A

Two percent of monthly minimum for equivalent sized meters but not
less than $10.00 per month whichever is greater for all meter sizes. * N/A

Commodity Charge - Per Thousand Gallons

All Meter Sizes and Classes. Except Irrigation
0 gallons to 5,000 gallons
5,001 gallons lo10,000 gallons
Over 10,000 gallons

s 20000
2.7500
3.9000

I
:

N/A
N/A
N/A

N/A
N/A
N/A

All Meter Sizes - lrriqalion
0 gallons to 45,000 gallons
Over 45,000 gallons

2.7500
3.9000

N/A
N/A

N/A
N/A

Residential5/8 Inch x 3/4 Inch Meter and 3/4 lndw Meter -
0 gallons to 4,000 gallons
4,001 gallons to 10,000 gallons
over 10,000 gallons

NlA
N/A
N/A

$ 3.5100
4.2600
5.4100

N/A
NIA
N/A

0 to 3,000 gallons
3,001 to 9,000 gallons
Over 9,000 gallons

N/A
NlA
N/A

N/A
N/A
N/A

$ 4.0500
6.0500
8,5050

5/8 Inch x 3/4 Inch Meter and 3/4 Inch Meter - Commercial, lrriqation
0 gallons to 10,000 gallons
over 10,000 gallons

N/A
NlA

3.5100
4.2600

N/A
N/A

0 to 9,000 gallons
Over 9,000 gallons

N/A
N/A

N/A
N/A

5.0500
8.5050

1" Meter (All Classes, Except Standpipe)
0 gallons to 15,000 gallons
over 15,000 gallons

N/A
NlA

3.5100
4.2600

N/A
N/A

0 to 16,000 gallons
Over 16,000 gallons

N/A
N/A

N/A
N/A

6.0500
8.5050

1.5" Meter (All Classes, Except Standpipe)
0 gallons to 25,000 gallons
over 25,000 gallons

N/A
N/A

3.5100
4.2600

N/A
N/A

0 to 35,000 gallons
Over 35,000 gallons

N/A
N/A

N/A
N/A

6.0500
8.5050
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Commodity Charge - Per Thousand Gallons Continued

2" Meter (All Classes, Except Standpipe)
0 gallons to 50,000 gallons
over 50,000 gallons

N/A
N/A

3.5100
4.2600

N/A
N/A

0 to 58,000 gallons
Over 58,000 gallons

N/A
N/A

N/A
N/A

6.0500
8.5050

3" Meter (All Classes, Except Standpipe)
0 gallons to 80,000 gallons
over 80,000 gallons

N/A
N/A

3.5100
4.2600

N/A
N/A

0 to 121 ,000 gallons
Over 121 ,000 gallons

N/A
N/A

N/A
N/A

6.0500
8.5050

4" Meter (All Classes, Except Standpipe)
0 gallons to 160,000 gallons
over 160,000 gallons

N/A
N/A

3.5100
4.2600

N/A
N/A

0 to 192,000 gallons
Over 192,000 gallons

N/A
N/A

l
J N/A

N/A
6.0500
8.5050

6" Meter (All Classes, Except Standpipe)
0 gallons to 250,000 gallons
over 250,000 gallons

N/A
N/A

3.5100
4.2600

N/A
N/A

0 to 390,000 gallons
Over 390,000 gallons

N/A
N/A

N/A
N/A

6.0500
8.5050

8" Meter (All Classes, Except Standpipe)
0 gallons to 500,000 gallons
over 500,000 gallons

N/A
N/A

3.5100
4.2600

N/A
N/A

0 to 625,000 gallons
Over 625,000 gallons

N/A
N/A

N/A
N/A

6.0500
8.5050

Standpipe
Per 1,000 gallons 3.9000 4.2600 8,5000
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$
$

$
$

$
s

$

s

25.00
35.00

la]
35.00

NT
NT

5.00
NT

1.50%
1.50%
50.00

$
$
$
$
$

25.00
35.00

la]
35.00
45.00
30.00
15.00
15.00
1.50%
1.50%
50.00

$
5
$
s

25.00
35.00

la]
35,00
45.00
30.00
15.00

NT
1.50%
1.50%
50.00$ s $

Miscellaneous Charges
Establishment (Regular Hours) per Rule R14-2-403.D
Establishment (After Hours) per Rule R14-2-403.D
Re-Establishment of Service per Rule R14-2-403.D
Reconnection (Delinquent) per Rule R14-2-4D3.D
Reconnection (After Hours) per Rule R14-2-40:3.D
Meter Test (if correct) per Rule R14-2-408.F
Meter Reread per Rule R14-2408.C (if correct)
NSF Cheek per Rule R14-2-409.F
Deferred Payment, Per Month per Rule R14-2-409.G
Late Charge
Service Calls - Per Hour/After Hours(e)
Deposit Requirements
Moving Meter at Customer Request
Damage to Meter
Main Extension Tariff

[b]
NT
NT

Cost

lb]
Cost
Cost
Cost

lb]
Cost

[c]
[c]

[a] Minimum charge times number of full months off the system. per Rule R14-2-403.D.
[b] Per ACC Rules R14-2-403.B Residential _ two times the average bill.

Commercial - two and one-half times the average bill.
[c] The charges are not reflected in Staff's rate design as provisions for these costs are in the Commission Rules.

IN ADDITION TO THE COLLECTION oF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE oF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
TAX. PER COMMISSION RULE 14-2-409D(5).
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Souther Sunrise Water Company, Inc.
Dggkgt No. W-20454A-09-0413
Test Year Ended March 31, 2009 4

Service and Meter Installation Charges
5/8 X 3/4 Inch
3/4 Indl
1 Inch
t 1/2 Inch
2 Inch / Turbine
2 Inch / Compound
3 Inch / Turbine
3 Inch / Compound
4 Inch I Turbine
4 Inch I Compound
6 Inch / Turbine
6 Inch / Compound
8 Inch & Larger

$ 410.00
410.00
520.00
660.00

1,155.00
1,720.00
1,625.00
2,260.00
2,500.00
3,200.00
4,500.00
6,300.00
8,200.00

Al Cost
At Cost
A: Cost
At Cost
AI Cost
At Cost
Al Cost
Al Cost
Al Cost
At Cost
A: Cost
Al Cost
At Cost

Al Cost
At Cost
At Cost
At Cost
At Cost
At Cost
Al Cost
A( Cost
Ar Cost
Al Cos!
Al Cost
At Cost
Ar Cost

At Cost
At Cost
At Cost
At Cost
At Cost
AL Cost
At Cost
Al Cost
AI Cost
A: Cost
At Cost
AL Cost
Al Cost

Plus actual road crossing costs.

$ $1 ,765
$1 ,765
$1 ,765

5/8 X 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch / Turbine
2 Inch / Compound
3 Inch / Turbine
3 Ind'i / Compound
4 Inch /Turbine
4 Inch / Compound
6 Inch / Turbine
6 Inch / Compound
8 Inch & Larger

410.00
410.00
520.00
660.00

1,155.00
1,720.00
1,625.00
2,250.00
2,500.00
3,200.00
4,500.00
6,300.00
8,200.00

At Cost
Al Cost
At Cost
At Cost
At Cost
At Cost
Al Cost
Al Cost
At Cost
At Cost

$105
$180
$240
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
Al Cost
At Cost
Ar Cost
At Cost

$1 ,870
$1 ,945
$2,005
Al Cost
At Cost
Al Cost
At Cost
AI Cost
At Cost
At Cost
At Cost
At Cost
Al Cost

** To include the actual cost incurred when road crossing is required.

Off-site Facilities Hook-up Fee
5/8 X 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
3 Inch
4 Inch
6 Inch or larger

NT
NT
NT
NT
NT
NT
NT
NT

s 1,600
2,400
4,000
8,000

12,800
25,600
40,000
80,000

$ 1 ,600
2,400
4,000
8.000

12,800
25,600
40,000
80,000

' Staff does not recommend approval of the hook-up fee.
NT : No Tariff
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Southern Sunrise
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-6 RD

Typical Bill Analysis
General Service 5/8 x 3/4-Inch Meter

Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
IncreaseCompany Proposed

Average Usage 5,581 $ 42.60 $ 75.15 $ 32.55 76.41%

Median Usage 4,500 40.00 70.54 $ 30.54 76.35%

Staff Recommended

Average Usage 5,581 $ 42.60 $ 57.77 $ 15.17 35.61%

Median Usage 4,500 40.00 51.23 $ 11.23 28.06%

J

I

Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter

Gallons
Consumption

Company
Proposed

Rates
%

Increase

Staff
Recommended

Rates
$ $ $

1,000
2,000
3,000
4,000
4,500
5,000
5,581
6,000
7,000
8,000
9,000

10,000
11 ,000
12,000
13,000
14,000
15,000
16,000
17,000
18,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000

Present
Rates

31 .00
33.00
35.00
37.00
39.00
40.00
41 .00
42.60
43.75
46.50
49.25
52.00
54.75
58.65
62.55
66.45
70.35
74..25
78. 15
82.05
85.95
89.85
93.75

113.25
132.75
152.25
171 .75
191 .25
210.75
308.25
405.75

54.37
57.88
61 .39
64.90
68.41
70.54
72.67
75.15
76.93
81.19
85.45
89.71
93.97
99.38

104.79
110.20
115.61
121 .02
126.43
131 .84
137.25
142.66
148.07
175.12
202.17
229.22
256.27
283.32
310.37
445.62
580.87

75.39%
75.39%
75.40%
75.41%
75.41%
76.35%
77.24%
76.41%
75.84%
74.60%
73.50%
72.52%
71.63%
69.45%
67.53%
65.84%
64.34%
62.99%
61.78%
60.68%
59.69%
58.78%
57.94%
54.63%
52.29%
50.56%
49,21 %
48.14%
47.27%
44.56%
43. 16%

30.00
34.05
38. 10
42. 15
48.20
51 .23
54.25
57.77
60.30
66.35
72.40
78.45
86.96
95.46

103.97
1 12.47
120.98
129.48
137.99
146.49
155.00
163.50
172.01
214.53
257.06
299.58
342.11
384.63
427. 16
639.78
852.41

%
Increase

-3.23%
3. 18%
8.86%

13.92%
23.59%
28.06%
32.32%
35.61 %
37.83%
42.69%
47.01%
.50.87%
58.82%
62.76%
66.21 %
69.26%
71.96%
74.38%
76.56%
78.54%
80.33%
81.97%
83.47%
89.43%
93.64%
96.77%
99. 19%

101 . 11%
102.68%
107.55%
110.08%
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Consolidation
Bella Vista, Northern Sunrise, Southern Sunrise
Docket No. W-02465A-09-0414
Test Year Ended March 31, 2009

Surrebuttal Sch CSB~7 RD
Page 1 of 4

Monthly Minimum Charge

Meter Size (All CIassesI:
5/8 Inch x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
3 Inch
4 Inch
e Inch
8 Inch

No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff

$ 17.92
32.26
42.56
71 .68

129.02
143.36
179.20
985.50

1,576.96

$ 13.50
18.00
30.00
62.00

100.00
200.00
312.00
625.00

1 ,000.00

Fire Sprinklers - 4 Inch (See Notel)
Fire Sprinklers - 6 Inch (See Notel)
Fire Sprinklers - 8 Inch (See Notel)

No Tariff
No Tariff
No Tariff

15.00
19.71
31.54

N/A
N/A
N/A

Fire Sprinklers - 4 Inch
Fire Sprinklers - 6 Inch
Fire Sprinklers - 8 Inch

No Tariff
No Tariff
No Tariff

N/A
N/A
N/A

Note 2
Note 2
Note 2

Note 1 - Proposed rates are 2% of monthly minimum for comparable sized meters, but not less than $15 per month.
Note 2 - Staff recommended rates are 2% of the equivalent monthly meter size or $10 whichever is greater for all meter sizes.
N/A - Non applicable

Commodity Charge - Per Thousand Gallons

5/8" x 3/4" Meter and 3/4" Meter (Residential)
First 4,000 gallons
4,001 gallons to 10,000 gallons
Over 10,000 gallons

No Tariff
No Tariff
No Tariff

1.9800
2.9800
3.8800

$ 0.9000
2.0000
3.1820

5/8" x 3/4" Meter and 3/4" Meter (Commercial)
0 gallons to 4,000 gallons
Over 4,000 gallons

No Tariff
No Tariff

1 .7700
2.7700

NlA
NlA

First 10,000 gallons
Over 10,000 gallons

No Tariff
No Tariff

N/A
N/A

2.0000
3.1820

1" Meter (All Classes Except Standoioel
0 gallons to 10,000 gallons
Over 10,000 gallons

No Tariff
No Tariff

1 .7700
2.7700

NlA
NlA

First 10,000 gallons
Over 10,000 gallons

No Tariff
No Tariff

N/A
N/A

2.0000
3.1820

1.5" Meter (All Classes Except Standoioe)
0 gallons to 25,000 gallons
Over 25,000 gallons

No Tariff
No Tariff

1 .7700
2.7700

N/A
N/A

First 29,000 gallons
Over 29,000 gallons

No Tariff
No Tariff

N/A
N/A

20000
31820

N/A - Non applicable
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RATE DESIGN Surrebuttal Sch CSB-7 RD
Page 2 of 4

Consolidation
Bella Vista, Northern Sunrise, Southern Sunrise
Docket No. W-02465A-09-0414
Test Year Ended March 31, 2009

Commodity Charge - Per Thousand Gallons Continued

2" Meter (All Classes Except Standpipe)
0 gallons to 50,000 gallons
over 50,000 gallons

No Tariff
No Tariff

1.7700
2.7700

N/A
N/A

First 50,000 gallons
Over 50,000 gallons

No Tariff
No Tariff

N/A
N/A

2.0000
3.1820

3" Meier (All Classes Except Standnioel
0 gallons to 80,000 gallons
over 80,000 gallons

No Tariff
No Tariff

117700
2.7700

N/A
N/A

First 115,000 gallons
Over 115,000 gallons

No Tariff
No Tariff

N/A
N/A

2.0000
3.1820

4" Meter (All Classes Except Standoioel
0 gallons to 350,000 gallons
over 350,000 gallons

No Tariff
No Tariff

1.7700
2.7700

N/A
NIA

First 188,000 gallons
Over 188,000 gallons

No Tariff
No Tariff

N/A
N/A 3

I

2.0000
3,1820

6" Meter (All Classes Except Standoioel
0 gallons to 450,000 gallons
over 450,000 gallons

No Tariff
No Tariff

1.7700
2.7700

N/A
N/A

First 394,000 gallons
Over 394,000 gallons

No Tariff
No Tariff

N/A
N/A

2.0000
3.1820

B" Meter (All Classes Except Standpipe)
0 gallons to 720,000 gallons
over 720,000 gallons

No Tariff
No Tariff

1 .7700
2.7700

NlA
NlA

First 642,000 gallons
Over 642,000 gallons

No Tariff
No Tariff

N/A
N/A

2.0000
3.1820

Standpipe (HydranUBulk)
Per 1,000 gallons No Tariff $ 3.88 3.1820

N/A - Non applicable
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Consolidation
Bella Vista, Northern Sunrise, Southern Sunrise
Docket No. W-02465A-09-0414
Test Year Ended March 31, 2009

Surrebuttal Sch CSB-7 RD
Page 3 of 4

$
$

30.00
45.00

$
$

30.00
45.00

la] {3]
$
$
$
$
$

$
$
$
$
$

30.00
45.00
30.00
15.00
15.00
1.50%

$

Miscellaneous Charges
EstablishMent (Regular Hours) per Rule R14-2-403D
Establishment (After Hours) per Rule R14-2~403D
Re-Establishment of Service per Rule R14-2-403D
Reconnection (Delinquent) per Rule R14-2-403D
Reconnection (After Hours) per Rule R14-2-403D
Meter Test (if correct) per Rule R14~2-408F
Meter Reread per Rule R14-2-408C (if correct)
NSF Check per Rule R14-2-409F
Deferred Payment, Per Month
Late Charge
Late Charge
Service Calls - Per HourlAfter Hours(e)
Service Calls - Flat Rate l After Hours(e)

Deposit Requirements
Moving Meter at Customer Request

No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff

30.00
45.00
30.00
15.00
15.00
1.50%

[b]
N/A

50.00
N/A

[C]
Cost

$

N/A
1 .5% [d]

N/A
50.00

[C]
Cost

[a] Minimum charge times number of full months off the system. per Rule R14-2~403(D).
[b] Greater of $5.00 or 1.5% of unpaid balance.
lo] Per ACC Rules R14-2-403(B) Residential - two times the average bill.

Commercial - two and one~half times the average bill.
[d] 1.5% of unpaid balance.
[e] Commission Rules provide for recovery of damage to meter

s

a

IN ADDITION To THE COLLECTION oF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE oF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
TAX. PER COMMISSION RULE 14-2-409D(5).



Total
Present
Charge

Company
Proposed

Service Line
Charge

Company
Proposed

Meter
Installation
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Total
Company
Proposed
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Total
Present
Charge

Staff
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Charge

Staff
Recommended

Meter
Installation

Charge

Total
Staff
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Present
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RATE DESIGN Surrebuttal Sch CSB-7 RD
Page 4 of 4

Consolidation
Bella Vista, Northern Sunrise, Southern Sunrise
Docket No. W-02465A-09-0414
Test Year Ended March 31, 2009

~ M

Service and Meter Installation Charges

5/8 X 3/4 Inch
3/4 Inch
1 Inch
1 1/2 inch
2 Inch / Turbine
2 Inch / Compound
3 Inch I Turbine
3 Inch / Compound
4 Inch / Turbine
4 Inch / Compound
6 Inch / Turbine
6 Inch / Compound
8 Inch & Larger

No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff

At Cost
AI Cost
At Cost
At Cost
At Cost
AI Cost
At Cost
At Cost
Al Cost
At Cost
At Cost
At Cost
At Cost

At Cost
Al Cost
A( Cost
At Cost
At Cost
Ax Cost
Al Cost
Al Cost
A! Cost
Al Cost
AI Cost
At Cost
Al Cost

At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
A! Cost
Al Cost
At Cost
AL Cost
At Cost
Al Cost

* Plus actual road crossing costs.

No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff

$1,755
$1,765
$1,765

$105
$1a0
$240

$1,870
$1,945
$2.005

5/8 X 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch / Turbine
2 Inch / Compound
3 Inch / Turbine
3 Inch / Compound
4 Inch / Turbine
4 Inch / Compound
6 Inch / Turbine
6 Inch / Compound
B Inch & Larger

Al Cost
At Cost
At Cost
Al Cost
At Cost
At Cost
A( Cost
At Cost
At Cost
Al Cost

A! Cost
At Cost
As Cost
At Cost
Al Cost
Al Cost
At Cost
At Cost
Ax Cost
At Cost

At Cost
Al Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
A( Cost

$ $
Off-site Facilities Hook-up Fee

5/8 x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
3 Inch
4 Inch
6 Inch or larger

No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff

1 ,600
2,400
4,000
a,000

12,800
25,600
40,000
80,000

1 ,600
2,400
4,000
8,000

12,800
25,600
40,000
80,000

\

* Staff does not recommend approval of the hook-up fee.
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Consolidation (Bella Vista)
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-8 RD
Page 1 of 3

Typical Bill Analysis - Consolidation (Bella Vista )
General Service 5/8 x 3/4-Inch Meter

Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
IncreaseCompany Proposed

Average Usage 6.612 $ 22.90 $ 33.62 $ 10.73 4685%

Median Usage 4,500 19.37 27.33 $ 7.97 41.13%

Staff Recommended

Average Usage 6,612 $ 22.90 $ 22.32 $ (0.57) -2.50%

Median Usage 4,500 19.37 18.10 $ (1.27) -653%

Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter

II

Gallons
Consumption

%
Increase

Present
Rates

s 15.00
15.97
16.94
17.91
18.88
19.37
19.85
21.74
22.90
23.63
25.52
27.41
29.30
31 .19
33.08
34.97
36.86
38.75
40.64
42.53
44.42
46.31
48.20
57.65
69.70
81.75
93.80

105.85
117.90
178.15
238.40

$

Company
Proposed

Rates
17.92
19.90
21 .88
23.86
25.84
27.33
28.82
31 .80
33.62
34.78
37.76
40.74
43.72
47.60
51 .48
55.36
59.24
63. 12
67.00
70.88
74.76
78.64
82.52

101 .92
121 .32
140.72
160.12
179.52
198.92
295.92
392.92

19.47%
24.61%
29. 16%
33.22%
36.86%
41 . 13%
45. 19%
46.27%
46.85%
47. 19%
47.96%
48.63%
49.22%
52.61 %
55.62%
58.31 %
60.72%
62.89%
64.86%
66.66%
68.30%
69.81 %
71 .20%
76.79%
74.06%
72. 13%
70.70%
69.60%
68.72%
66.11 %
64.82%

Staff
Recommended

Rates
13.50
14.40
15.30
16.20
17. 10
18. 10
19.10
21 . 10
22.32
23.10
25.10
27.10
29.10
32,28
35.46
38.65
41 .83
45.01
48.19
51.37
54.56
57.74
60,92
76.83
92.74

108.65
124.56
140.47
156.38
235.93
315.48

$

%
Increase I

-10.00%
-9. 83%
-9.68%
-9.55%
-9.43%
-6.53%
-3.78%
-2.94%
-2.50%
-2.24%
-1.65%
-1 . 13%
-0.68%
3.50%
7.21 %

10. 51 %
13.48%
16. 15%
18.58%
20.79%
22.82%
24.68%
be. 39%
33.27%
33.06%
32.91%
32.79%
32.71%
32.64%
32.43%
32.33%

1,000
2,000
3,000
4,000
4,500
5,000
6,000
6,612
7,000
8,000
9.000

10,000
11,000
12,000
13,000
14,000
15,000
16,000
17,000
18,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000
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Consolidation (Northern Sunrise)
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-8 RD
Page 2 of 3

Typical Bill Analysis - Consolidation (Northern Sunrise)
General Service 5/8 x 3/4-Inch Meter

Company Propose( Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

Average Usage 5,755 $ 43.08 $ 31.07 $ (12.01) -27.87%

Median Usage 4,500 40.00 27.33 $ (12.67) -31 .68%

Staff Recommended

Average Usage 5,755 $ 43.08 $ 20.61 $ (22.47) ~52. 15%

Median Usage 4,500 40.00 18.10 $ (21.90) -54.75%

Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter

II

Gallons
Consumption

Company
Proposed

Rates
$ $

1 ,000
2,000
3,000
4,000
4,500
5,000
5.755
6,000
7,000
8,000
9,000

10,000
11,000
12,000
13,000
14,000
15,000
16,000
17,000
18,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000

Present
Rates

31 .00
33.00
35.00
37.00
39.00
40.00
41 .00
43.08
43.75
46.50
49.25
52.00
54.75
58.65
62.55
66.45
70.35
74.25
78.15
82.05
85.95
89.85
93,75

113.25
132.75
152.25
171.75
191.25
210.75
308.25
405.75

17.92
19.90
21 .88
23.86
25.84
27.33
28.82
31.07
31 .80
34.78
37.76
40.74
43.72
47.60
51 .48
55.36
59.24
63.12
67.00
70.88
74.76
78.64
82.52

101.92
121.32
140.72
160.12
179.52
198.92
295.92
392.92

%
Increase

-42. 19%
-39.70%
-37.49%
-35.51 %
-33.74%
-31 .68%
-29.71 %
-27.87%
-27.31 %
-25.20%
-23.33%
-21 .65%
-20. t5%
-18.84%
-17.70%
-16.69%
-15.79%
-14.99%
-14.27%
-13.81 %
-13.02%
.12.48%
-1 1 .98%
-10.00%
-8.61 %
-7.57%
-6.77%
-6. 13%
-5.61 %
-4.00%
-3. 16%

Staff
Recommend( %

Rates Increase |
$ 13.50 -56.45%

14.40 -56.36%
15.30 -56.29%
16.20 -56.22%
17. 10 -56. 15%
18. 10 -54.75%
19. 10 -53.41 %
20.61 -52. 15%
21 . 10 -51 .77%
23. 10 -50.32%
25. 10 -49.04%
27.10 -47.88%
29. 10 -46.85%
32.28 -44.96%
35.46 -43.30%
38.65 -41 .84%
41 .83 -40.54%
45.01 -39.38%
48. 19 -38.33%
51 .37 -37.39%
54.55 -36.53%
57.74 -35.74%
60.92 -35.02%
76.83 -32.16%
92.74 -30.14%

108.65 -28.64%
124.56 -27.48%
140.47 -26.55%
156.38 -25.80%
235.93 -23.46%
315.48 -22.25%

1
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Consolidated (Southern Sunrise)
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Surrebuttal Schedule CSB-8 RD
Page 3 of 3

Typical Bill Analysis - Consolidated (Southern Sunrise)
General Service 5/8 x 3/4-Inch Meter

Company Proposed Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

Average Usage 5,581 $ 42.60 $ 30.55 $ (12.05) -28.28%

Median Usage 4,500 40.00 27.33 $ (12.67) -31 .68%

Staff Recommended

Average Usage 5,581 $ 42.60 $ $ (22.34) -52.43%

Median Usage 4,500 40.00

20.26

18.10 $ (21 .90) -54.75%

Present 8. Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-inch Meter

s
I

Gallons
Consumption

$ $ $
1,000
2,000
3,000
4,000
4,500
5,000
5,581
6,000
7,000
8,000
9,000

10,000
11,000
12,000
13,000
14,000
15,000
16,000
17,000
18,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000

Present
Rates

31 .OO
33.00
35.00
37.00
39.00
40.00
41 .00
42.60
43.75
46.50
49.25
52.00
54.75
58.65
62.55
66.45
70.35
74.25
78. 15
82.05
85.95
89.85
93.75

113. 25
132.75
152.25
171.75
191.25
210.75
308.25
405.75

Company
Proposed

Rates
17.92
19.90
21 .88
23.86
25.84
27.33
28.82
30.55
31 .80
34.78
37.75
40.74
43.72
47.60
51 .48
55.36
59.24
63. 12
67.00
70.88
74.76
78.64
82.52

101 .92
121 .32
140.72
180. 12
179.52
198.92
295.92
392.92

%
Increase

~42. 19%
-39.70%
-37.49%
-35.51 %
-33.74%
~31 .68%
-29.71 %
-28.28%
-27.31 %
-25.20%
-23.33%
-21.65%
-20.15%
-18.84%
-17.70%
-16.69%
-15.79%
-14.99%
_14.27%
-13.61 %
-13,02%
-12.48%
-11 .98%
-10.00%
-8.61 %
-7.57%
-6.77%
-6. 13%
-5.61 %
-4.00%
-3.16%

Staff
Recommended

Rates
13.50
14.40
15.30
16.20
17.10
18.10
19.10
20.26
21 . 10
23.10
25.10
27.10
29.10
32.28
35.46
38.65
41 .83
45.01
48.19
51.37
54.56
57.74
60.92
76.83
92.74

108.65
124.55
140.47
156.38
235.93
315.48

%
Increase I

-56.45%
-56.36%
-56.29%
-56.22%
-56. 15%
-54.75°/o
-53.41 %
-52.43%
-51.77%
-50.32%
-49.04%
-47:88°/a
-46.85%
-44.96%
-43.30%
_41 .84%
-40.54%
-39.38%
-38.33%
-37.89%
-36.53%
-35.74%
-35.02%
-32.16%
-30.14%
-28.64%
-27.48%
-26.55%
-25.80%
-23.46%
-22.25%
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(,DOCKET NO. W-02465A-09-0414
DOCKET no. W-20453A-09-0414
DOCKET no. W-20454A-09-0414

IN THE MATTER OF BELLA VISTA WATER CO.,
INC., NORTHERN SUNRISE WATER COMPANY
INC., AND SOUTHERN SUNRISE WATER
COMPANY, INC.'S JO1NT APPLICATION FOR
APPROVAL OF AUTHORITY To CONSOLIDATE
OPERATIONS, AND FOR THE TRANSFER OF
UITLITY As SETS To BELLA VISTA WATER co.,
INC., PURSUANT To ARIZONA REVISED
STATUTES 40-285.

)
)
)
)
)
)
)
)
)

EXH\B\T

\3 §'8;
DIRECT

TESTIMONY

OF

CRYSTAL s. BROWN a

PUBLIC UTILITIES ANALYST v

UTILITIES DIVISION

ARIZONA.CORPORATION COMMISSION

APRIL 27, 2010 8 .
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BEFORE THE ARIZONA CORPORATION COMMISSION

KRISTIN K. MAYES
Chairman

GARY PIERCE
Commissioner

PAUL NEWMAN
Commissioner

SANDRA D. KENNEDY
Commissioner

BOB STUMP
Commissioner

IN THE MATTER OF TIH8 APPLICATION OF
BELLA VISTA WATER co., INC. AN ARIZONA
CORPORATIDN, FOR A DETERMINATION OF THE
FAIR VALUE OF ITS UTILITY PLANTS AND
PROPERTY AND FOR INCREASES IN ITS WATER
RATES AND CHARGES FOR UTILITY SERVICE
BASED THEREON.

)
)
)
)
)
)
)

DOCKET NO. W-02465A-09-041 1

IN THE MATTER OF THE APPLICATION OF )
NORTHERN SUNRISE WATER COMPANY INC., AN )
ARIZONA CORPORATION, FOR A )
DETERMINATION OF THE FAIR VALUE OF ITS )
UTILITY PLANTS AND PROPERTY AND FOR )
INCREASES IN ITS WATER RATES AND CHARGES )
POR UTILITY SERVICE BASED THEREON. )

DOCKET no. w-20453A-09_0412

IN THE MATTER OF THE APPLICATION OF )
SOUTHERN SUNRISE WATER COMPANY INC., AN )
ARIZONA CORPORATION, FOR A )
DETERMINATION OF THE FAIR VALUE OF ITS )
UTILITY PLANTS AND PROPERTY AND FOR )
TNCREASES IN ITS WATER RATES AND CHARGES )
FOR UTILITY SERVICE BASED TI-IEREON. n

DOCKET no. W-20454A-09-0413
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EXECUTIVE SUMMARY

BELLA VISTA WATER COMPANY, DOCKET NO. W-02465A-09-0411
NORTHERN SUNRISE WATER COMPANY, DOCKET NO. W-20453A--9-0412
SOUTHERN SUNRISE WATER COMPANY, DOCKET no. W-20454A-09-0413

BELLA VISTA WATER co., INC., NORTHERN SUNRISE WATER CQMPANY INC., AND
SOUTHERN SUNRISE WATER COMPANY, DOCKET nos. W-02465A-09-0414,

W-20453A-09-0414 AND W-20454A-09-0414

Bella Vista Water Company, Inc. ("Bella Vista"), Norther Sunrise Water Company, Inc.
("Northern Sunrise"), and Southern Sunrise Water Company, Inc. ("Southern Sunrise"),
(collectively "Algonquin Companies") are certificated Arizona public service corporations that
provided water service during 2009 in Cochise County, Arizona. The average number of
customers per company during the test year was as follows: 7,500 for Bella Vista, 349 for
Northern Sunrise, and 789 for Southern Sunrise.

Consolidation (Bella Vista, Northern Sunrise, Southern Sunrise)

The Algonquin Companies' proposed monthly minimum charge for a 5/8 x 3/4-inch
residential meter is $17.92. No gallons are included in the minimum. The commodity
rates for a 5/8 x 3/4-inch meter are $1.98 per thousand gallons for zero to 4,000 gallons,
$2.98 for 4,001 to 10,000 gallons, and $3.88 per thousand gallons for any consumption
over 10,000 gallons.

r
I
\

For Bella Vista, the proposed consolidated rates would increase the typical residential bill
from $19.37 to $27.33 for an increase of $7.97, or 41.13 percent, as shown on Schedule
CSB-8, page 1. For Northern Sunrise, the proposed consolidated rates would decrease
the typical residential bill from $40.00 to $27.33 for a decrease of $12.67, or 31.68
percent, as shown on Schedule CSB-8, page 2. For Southern Sunrise, the proposed
consolidated rates would decrease the typical residential bill from $40.00 to $27.33 for a
decrease of $12.67, or 31 .68 percent, as shown on Schedule CSB-8, page 3.

Staffs recommended monthly minimum charge for a 5/8 x 3/4-inch residential meter is
$10400 and include no gallons. Staffs recommended commodity rates for a 5/8 x 3/4-
inch residential meter are $1 .0000 per thousand gallons for zero to 4,000 gallons, $20000
per thousand gallons for 4,001 to 10,000 gallons, and $31920 per thousand gallons for
any consumption over 10,000 gallons as shown on Schedule CSB-7.

For Bella Vista, Staff" s recommended rates would decrease the typical residential bill
from $19.37 to $15.00 for a decrease of $4.37, or 22.54 percent, as shown on Schedule
CSB-8, page 1. For Northern Sunrise, Staffs recommended rates would decrease the
typical residential bill from $40.00 to $15.00 for a decrease of $25.00, or 62.50 percent,
as shown on Schedule CSB-8, page 2. For Southern Sunrise, Staffs recommended rates
would decrease the typical residential bill from $40.00 to $15.00 for a decrease of $25.00,
or 62.50 percent, as shown on Schedule CSB-8, page 3.
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Southern Sunrise I

The present monthly minimum charge for a 5/8 x 3/4-inch residential meter is $31.00.
No gallons are included in the minimum. The commodity rates are $2.00 per thousand
gallons for zero to 5,000 gallons, $2.75 for 5,001 to 10,000 gallons, and $3.90 per
thousand gallons for any consumption over 10,000 gallons.

Southern Sunrise's proposed monthly minimum charge for a 5/8 x 3/4-inch residential
meter is $54.37. No gallons are included in the minimum. The commodity rates for a 5/8
x 3/4-inch meter are $3.51 per thousand gallons for zero to 4,000 gallons, $4.26 for 4,00 I
to 10,000 gallons, and $5.41 per thousand gallons for any consumption over 10,000
gallons as shown on Schedule CSB-5. Southern Sunrise's proposed rates would increase
the typical residential bill from $40.00 to $70.54 for an increase of $30.54, or 76.35
percent, as shown on Schedule CSB-6.

If the Commission prefers stand-alone rates, Staffs recommended monthly minimum
charge for a 5/8 x 3/4-inch residential meter is $20.00 and includes no gallons. Staffs
recommended commodity rates for a 5/8 x 3/4-inch residential meter are $3.0000 per
thousand gallons for zero to 3,000 gallons, $6.0000 per thousand gallons for 3,001 to
9,000 gallons, and 388.5000 per thousand gallons for any consumption over 9,000 gallons
as shown on Schedule CsB-l. Staffs recommended rates would increase the typical
residential bill from $40.00 to $41 .00 for an increase of $1.00, or 2.50 percent, as shown
on Schedule CSB-6. I'
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Bella Vista

The present monthly minimum charge for a 5/8 x 3/4-inch residential meter is $l5.00.
No gallons are included in the minimum. The commodity rates are $0.97 per thousand
gallons for zero to 5,000 gallons, $1.89 for 5,001 to 25,000 gallons, and $2.41 for any
consumption over 25,000 gallons.

Bella Vista's proposed monthly minimum charge for a 5/8 x 3/4-inch residential meter is
$18.46. No gallons are included in the minimum. The commodity rates for a 5/8 x 3/4-
inch meter. are $1.53 per thousand gallons for zero to 4,000 gallons, $2.23 for 4,001 to
10,000 gallons, and $2.63 per thousand gallons for any consumption over 10,000 gallons.
Bella Vista's proposed rates would increase the typical residential bill from $19.37 to
$25.70 for an increase of $6.33, or 32.69 percent, as shown on Schedule CSB-2.

If the Commission prefers stand-alone rates, Staffs recommended monthly minimum
charge for a 5/8 X 3/4-inch residential meter is $l2.00 and includes no gallons. Staffs
recommended commodity rates for a 5/8 x 3/4-inch residential meter are $08500 per
thousand gallons for zero to 4,000 gallons, $13850 per thousand gallons for 4,001 to
10,000 gallons, and $23770 per thousand gallons for any consumption over 10,000
gallons as shown on Schedule CsB-l. Staffs recommended rates would decrease the
typical residential bill from $19.37 to $16.09 for a decrease of $3.27, or 16.90 percent, as
shown on Schedule CSB-2.

Northern Sunrise

The present monthly minimum charge for a 5/8 x 3/4-inch residential meter is $31.00.
No gallons are included in the minimum. The commodity rates are $2.00 per thousand
gallons for zero to 5,000 gallons, $2.75 for 5,001 to 10,000 gallons, and $3.90 per
thousand gallons for any consumption over 10,000 gallons.

Northern Sunrise's proposed monthly minimum charge for a 5/8 X 3/4-inch residential
meter is $75.39. No gallons are included in the minimum. The commodity rates for a 5/8
X 3/4~inch meter are $4.86 per thousand gallons for zero to 4,000 gallons, $5.86 for 4,001
to 10,000 gallons, and $7.01 per thousand gallons for any consumption over 10,000
gallons. Northern Sunrise's proposed rates would increase the typical residential bill
from $40.00 to $97.76 for an increase of $57.76, or 144.40 percent, as shown on
Schedule CSB-4.

If the Commission prefers stand-alone rates, Staff" s recommended monthly. minimum
charge for a 5/8 x 3/4-inch residential meter is $44.00 and include no gallons. Staffs
recommended commodity rates for a 5/8 x 3/4-inch residential meter are $35000 per
thousand gallons for zero to 3,000 gallons, $6.7500 per thousand gallons for 3,001 to
10,000 gallons, and $9.0000 per thousand gallons for any consumption over 10,000
gallons as shown on Schedule CSB-3. Staff' s recommended rates would increase the
typical residential bill from $40.00 to $64.63 for an increase of $24.63, or 61.56 percent,
as shown on Schedule CSB~4.

i
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1 Q- Can you please define rate consolidation and system interconnection?

2 A. Rate consolidation, also known as Single Tariff Pricing ("STP"), is the use of a unified

3

4

rate structure for multiple utility systems that are owned and operated by a single utility,

be contiguous or System

5

6

but  tha t  may o r  may no t physically interconnected.

interconnection is when two or more systems or districts owned and operated by a single

W hen a system or district  is

7

utility are physically connected or tied together..

interconnected, in most instances, they share storage tanks, pipelines, etc.

8

9 Q. When a company is physically interconnected, is it appropriate to have STP?

10 A.

11

Usually yes. Staff believes that, when a company is physically interconnected an STP is

most likely appropriate due to the sharing of facilities and personnel.

12

K
13 Q. Does a utility have to interconnect in order to have rate consolidation or STP?

14 A. No. Staff believes that in some instances physical interconnection is not technically or

15 financially feasible, while rate consolidation may be.

16

17 Q- What criteria should be considered in recommending rate consolidation?

18 A. Staff believes that the following criteria should be utilized at the minimum :

19

20 Public health and safety

21

22

These issues come into play with small, troubled water

systems that are not currently a part of a larger system. Small troubled systems often

need substantial investment to alleviate health or public safety issues such aS water

23

24

25

26

quality. Upgrades to such systems can be significant and substantial, since this may be

spread over only a few customers, rates M11 move up drastically. For example, if a

small, 300-customer system needed to make an investment of $1 .0 million each

customer would face an increase of roughly a $50 per month, just to meet the revenue
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l INTRODUCTION

2 Q- Please state your name, occupation, and business address.

3 A.

4

5

My name is Crystal S. Brown. I am a Public Utilities Analyst V employed by the Arizona

Corporation Commission ("ACC" or "Commission") in the Utilities Division ("Staff').

My business address is 1200 West Washington Street, Phoenix, Arizona 85007.

6

7 Q»

8

Are you the same Crystal S. Brown who filed direct testimony on revenue

requirement in this case?

9 A. Yes.

10

11 RATE CONSOLIDATON

12 Q.

13

Do the Algonquin Companies propose consolidation of Bella Vista, Northern Sunrise,

and Southern Sunrise?

14 A. Yes.

15

16 What are the primary reasons for the Algonquin Companies' proposal"

17

Q,

A.

18

According to the Algonquin Companies' filing, the primary reasons for consolidation are

that Northern Sunrise and Southern Sunrise customers would receive a rate decrease and

19 Bella Vista customers would receive access to a water supply through an existing

20 interconnection between Northern Sunrise and Southern Sunrise.

21

22 Q. Does Staff support the concept of rate consolidation and/or system interconnection?

23 A.

24

Yes, in appropriate circumstances. Staff believes where and when it makes sense and

where i t  is and/or system

25

technically and financially feasible, rate consolidation

interconnections should be seriously considered by the Commission.
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2

Under consolidated rates, Northern Sunrise and Southern Sunrise customers would receive

a reduction in rates. Bella Vista customers would see a rate increase, but would receive

3 access to water supply through the existing interconnection.

4

5 RATE DESIGN

6 Q.

7

8

Has Staff prepared a schedule summarizing the present, Algonquin Companies-

proposed, and Staff-recommended rates and service charges for the Algonquin

Companies?

9

10

A.

11

Yes. For comparative purposes, Staff has presented each system separately. A summary

of the present, Algonquin Companies-proposed, and Staff-recommended rates for the

Algonquin Companies are presented in the attached schedules.

(

12

13 Cost of Service Study

14 Q- Did any of the Algonquin Companies prepare a Cost of Service Study ("COSS")?

15 A. Yes, Bella Vista prepared a COSS.

16

17 Q. What is a COSS?

18 A.

19

20

21

22

In very simple terms, a COSS is an estimation of cost-causation by customer class, i.e.

how much does it cost the utility to provide its service to each specific customer. class. A

COSS allocates a portion of a company's total expenses and rate base to each customer

class. The reason for determining the costs incurred by the utility to serve each customer

class is to assist in allocating the revenue requirement for each customer class.

23

24

25

26

For each utility, there are several generally accepted methods for conducting a COSS.

There is no one "correct" COSS method, but rather a range of reasonable alternatives.

This is not to suggest that COSSs are arbitrary, some allocations are clearly more
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l

2

3

requirement for this investment. If on the other hand, we had a consolidated tariff and

could spread that same revenue requirement over 100,000 customers, each customer

would face an increase of only $0. 15 per month.

4

5

6

7

Proximity and location - Proximity may help psychologically getting people to accept

single tariffs, but it certainly is not a requirement. Physical interconnection should be

required when systems/districts are closer and it is technically and financially feasible.

8

9

10

11

12

13

Economies of scale/rate case expense .- One area where there would be significant

economies of scale would be in the preparation of rate cases. Preparing, analyzing and

litigating the consolidated cases could be much more efficient than processing with

individual cases. issues which have caused delays and added costs such as allocating

shared plant or other costs between districts could disappear as there would be only a

14 single number for rate base or expenses.

15

16 •

17

18

Price shock/mitigation - Price shock is an issue during the transition period and, in

reality, is relative to the prices people pay now. It is also important to remember that

there will be communities that clearly benefit from this and others that do not.

19

20 Q.

21

Does Staff agree with the Algonquin Companies' proposed consolidation of Bella

Vista, Northern Sunrise, and Southern Sunrise?

22 A.

23

24

25

Yes. Bella Vista and Southern Sunrise are physically interconnected, with water supplies

capable of moving both ways. W`hile Norther Sunrise is more remote (but still in the

same general area) and will remain physically separate, the proposed consolidation

presents the opportunity for achieving further economies of scale.

26
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1

2

reasonable than others. This is the reason a COSS should only be used as a general guide

and as one of several considerations in allocating revenue requirements and designing

3 rates.

4

5 Q- Are the allocated costs actual costs"

6 A. No, the allocated costs for each customer class are estimates of actual costs.

7

8 Q- Did Staff perform its own COSS?

9 A.

10

11

12

|.

13

14

No, Staff did not. A COSS is appropriate when customers have significantly different

patterns of usage and demands as this would indicate significantly different costs to serve

the customers. Bella Vista's customer base is predominantly composed of residential

customers (approximately 99 percent). Also, because a COSS can vary widely based on

judgments used and is only one of many factors that is considered when allocating

revenues, Staff has determined that the potential benefits would not justify the expense of

15 preparing and defending a COSS .

16

17 Q. Is a COSS synonymous to rate design?

18 A.

19

20

No, it is not. Rate design should not be confused with a COSS. A COSS is the allocation

of costs to each customer class. Rate design involves the allocation of revenues to each

customer class along with the development of the particular rate to achieve that revenue.

21

22 Q. Should the COSS be the sole factor used in rate design?

23 A.

24

No, it should not. The results from a COSS are not definitive because of the subjectivity

used in allocating costs. Consequently, a COSS should not be used as the sole factor in

25 rate design.

26
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1 Q- Does Bella Vista's COSS incorporate the Staff-recommended changes to expenses

2 and rate base?

3 A.

4

No, it does not. Therefore, the results of Bella Vista's COSS are not consistent with

Staff' s recommendations .

5

6 Q. How did Staff use Bella Vista's COSS in its rate design?

7 A.

8

Staff utilized the COSS as an inexact guideline at the starting point of its rate design.

Staff did not rely solely on Bella Vista's COSS but used other factors to develop its rate

9 design.

10

Q. What other factors did Staff consider in developing its rate design?

12 A.

13

14

In addition to using the results of the COSS at the outset of Staff" s analysis, Staff also

considered factors such as gradualism, promotion of efficient water usage and uniformity

of rates among customer classes.

15

16

17

Consolidation (Bella Vista, Northern Sunrise, Southern Sunrise)

Is Staff recommending consolidated or stand-alone rates for these three systems?Q-

18 A.

19

Staff is recommending consolidated rates. However, in the event that the Commission

prefers stand~a1one rates, Staff has also presented stand-alone rates.

20

21 Q.

22

Would you please summarize the Algonquin Companies' proposed rate design for

the Consolidation?

23 A.

24

25

26

The Algonquin Companies-proposed moNthly minimum charges by meter size for all

classes are as follows: 5/8 x 3/4-inch $17.92, 3/4-inch $32.26, l-inch $42.56, l l/2-inch

$71.68, 2-inch 312902, 3-inch 8143.36, 4-inch $179.20, 6-inch $985.60, and 8-inch

$l,5'/6.96. The Algonquin Companies propose a monthly charge for tire sprinkler service
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1

2

3

4

of the greater of $15.00 or 2 percent of the monthly minimum charge for a comparable

meter size. No gallons are included in the monthly minimum charge. The commodity

rates are based on an inverted tier rate design that includes three tiers for residential and

two for the all other meter sizes with varying gallons included in each block as shown on

5 Schedule CSB-7.

6

7

8

9

10

11

12

The commodity rates for a 5/8 X 3/4-inch meter are $1 .98 per thousand gallons for zero to

4,000 gallons, $2.98 for 4,001 to 10,000 gallons, and $3.88 per thousand gallons for any

consumption over 10,000 gallons. The commodity rates are uniform for all other meter

sizes with varying gallons included in each inverted tier. The rate for the iiirst inverted tier

is $1.77 and $2.77 for the second. The Algonquin Companies propose a uniform

commodity rate of $3.88 per thousand gallons for standpipe service.

13

14 Q-

15

Would you please summarize Staff's recommended rate design for the

Consolidation?

16 A.

17

18

19

20

Staffs recommended rates and charges are presented on Schedule CSB-7. Staffs

recommended monthly minimum charges by meter size are as follows: 5/8 X 3/4-inch

$10.00> 3/4-inch $15.00, l-inch $25.00, l l/2-inch $50.00, 2-inch $80.00> 3-inch $160.00,

4-inch $250.00, 6-inch $500.00, and 8-inch $800.00. Zero gallons are included in the

monthly minimum charge.

21

22

23

24

25

26

Staff' s recommended commodity rates are based on an inverted tier rate design that

includes three tiers for residential and two for all other meter sizes with varying gallons

included in each block as shown on Schedule CSB-7. The commodity rates for 5/8 x 3/4-

inch and 3/4-inch residential meters are 331.0000 per thousand gallons for zero to 4,000

gallons, 382.0000 per thousand gallons for 4,001 to 10,000 gallons, and $31920 per
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C

1

2

thousand gallons for any consumption over 10,000 gallons. Staffs recommended

commodity rates for all other meter sizes are $2.0000 for the first block and 393.1920 for

the second.3

4

Staff recommends a flat commodity rate of $31920 per thousand gallons for standpipe

customers. Staff recommends monthly fire sprinkler service charges of the greater of

$10.00 or 2 percent of the monthly minimum charge for an equivalent sized meter for all

meter sizes.

5

6

7

8

9

10

11

Q. What is the rate impact on a typical 5/8 x 3/4-inch meter residential customer for the

Consolidation?

12

13

14

15

A.

16

For Bella Vista, the typical 5/8 x 3/4-inch meter residential customer with a median usage

of 4,500 gallons would experience a $7.97 or a 41.13 percent increase in his monthly bill

from $19.37 to $27.33 under the Algonquin Companies' proposed rates. This same

customer would experience a $4.37 or a 22.54 percent decrease in his monthly bill from

$19.37 to $15.00 under Staffs recommended rates. A typical bill analysis is provided on

Schedule CSB-8, page 1.17

18

19

20

21

22

23

24

For Northern Sunrise, the typical 5/8 x 3/4-inch meter residential customer withe median

usage of 4,500 gallons would experience a $12.67 or a 31.68 percent decrease in his

monthly bill from $40.00 to $27.33 under the Algonquin Companies' proposed rates. This

same customer would experience a $25.00 or a 62.50 percent decrease in his monthly bill

from $40.00 to $15.00 under Staffs recommended rates. A typical bill analysis is

provided on Schedule CSB-8, page 2.

25
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1

2

3

4

For Southern Sunrise, the typical 5/8 x 3/4-inch meter residential customer with a median

usage of 4,500 gallons would experience a $12.67 or a 31.68 percent decrease in his

monthly bill from $40.00 to $27.33 under the Algonquin Companies' proposed rates. This

same customer would experience a $25.00 or a 62.50 percent increase in his monthly bill

5 A typical bill analysis is

6

from $40.00 to $15.00 under Staffs recommended rates.

provided on Schedule CSB-8, page 3.

7

8 Q-

9

What changes to the miscellaneous service charges for the Consolidation is Staff

recommending?

10 A.

11

For the late charge, the Algonquin Companies propose the greater of five dollars or 1.5

percent of unpaid balance. Staff recommends 1.5 percent of unpaid balance.

12

13

14

15

16

For the Service Call-After Hours charge, the Algonquin Companies propose a $50 per

hour charge for each hour. Staff recommends a flat $50 charge for the Service Call-After

Hours charge for all hours. This charge would be in addition to the normal charge for that

service if the Algonquin Companies were providing the service during regular business

17

18

hours. A comparison of the Algonquin Companies-proposed and Staff-recommended

are shown on Schedule CSB-7, page 3.miscellaneous service charges Staff' S

19 recommended charges are within Staffs experience of what are reasonable and

20 customary.

21

22 Q» What is Staffs recommendation for service line and meter installation charges?

23 A.

24

25

Staff recommends the service line and meter installation charges as discussed by Staff

witness, Marlin Scott, Jr. Staffs service line and meter installation charges are presented

on Schedule CSB-1, page 3.

26
*
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1 Low Income Tariff

2 Q- Are any of the Algonquin Companies proposing a low income tariff?

3 A.

4

Yes. Bella Vista is proposing to establish a low income tariff to assist economically

disadvantaged customers in paying their utility bills.

5

6 Q- What did Bella Vista use as a baseline for developing its low income tariff?

7 A.

8

Mr. Bourassa's direct testimony (at page 30) states that the proposed low income tariff is

modeled after the one recently approved for Chaparral City Water Company (Docket No.

9 W-02113A-07-0551).

10

11 Q- What are the key provisions of the Bella Vista proposed low income tariff?

12 A.

13

14 1.

15

16

The low income tariff as described in Mr. Bourassa's direct testimony includes the

following primary components: v

A requirement for customers to submit an "Application and Eligibility Declaration"

that provides proof of meeting income eligibility requirements and is subject to

verification.

17 2.

18 3.

19 4.

20

21 5.

22 6.

A requirement for customers to renew eligibility every two years.

Applicable only to residential customers that meet all program qualifications.

An income eligibility standard of no more than 100 percent of the federal poverty

level (updated annually).

A 15 percent discount on the entire water or wastewater bill.

Recovery of an Administrative Fee for administrative and carrying costs that is equal

23

24 7.

25 8.

to 10 percent applied to an as yet undetennined cost base.

Maintenance of a balancing account.

Recovery of a carrying cost at the authorized rate of return applied in an unspecified
I

\

26 manner.
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1 9.

2

q
D

Recovery of program costs from non-participants via a commodity surcharge. Bella

Vista's application is unclear regarding whether or not non-residential customers are

included in "non-participants." Further it is not clear how the surcharge will be

calculated for water customers.4

5 10.

6

7 11.

Implementation of  the surcharge as soon as possible twelve months af ter

implementation.

Recalculation of the surcharge either every six months or every twelve months (the

8

9 12.

10

11

12

13

application is not clear and makes reference to both time periods).

Submission of an annual report showing: number of participants for a six-month

period during the year, amount of discounts given to participants, administration fees

and carrying costs charged, amount of surcharge collections from non-participating

customers, and a computation of the surcharge for the next period (again, the

application is not clear and references both a six-month and a twelve-month period).

14

15 Q- What is the recent experience with low income tariffs for water and wastewater

16 utilities in Arizona?

17 A.

18

19

20

21

ZN

23

Use of low income tariffs is for the most part a recent development. The Commission has

authorized low income tariffs for Arizona American Water Company (W-01303A-07-

0209) and Chaparral City Water Company (Docket No. w-02113A-07-0551>. In addition

to this case, Mr. Bourassa has also proposed low income programs for several other

pending cases: Litchfield Park Service Company (Docket Nos. SW-01428A-09-0103 and

W-01427A-09-0104), Coronado Utilities, Inc. (Docket No. SW-04305A-09-0291) and Rio

Rico Utilities, Inc. (Docket No. WS-02676A-09-0257).
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1 Q-

2

Is the Bella Vista-proposed low income tariff the same as that adopted for Chaparral

City Water Company and proposed by Litchfield Park Service Company?

3 A.

4

5

No. The low income program proposed for Bella Vista, along with the other proposed

programs mentioned above, are all slightly different from the one approved by the

Commission for Chaparral City Water Company and proposed by Litclrtield Park Service

6 Company.

7

8 Q-

9

10

11 A.

12

13

14

15

16

Given that Arizona has limited experience with low income tariffs for water and

wastewater utilities, is it unexpected to see differences in the proposed low income

programs as knowledge and experience are gained?

No. Staff would expect an evolution of the low income programs as Arizona gains

experience with them. However, Bella Vista's proposed changes do not appear to be

based on experience or any other specific information. Bella Vista did not offer or prepare

any demographic studies to determine the incomes in the Bella Vista service area. If Bella

Vista does not have this basic information, it cannot reasonably estimate the number of

eligible customers, the projected costs of the program, or the impact on the non-

17 participants. The limited experience with low income programs suggests that more

18 controls and limitations should be applied.

19

20 Q- Does Staff support adoption of a low income tariff for Bella Vista?

21 A. Yes .

22

23 Q- Does Staff have any general and specific concerns with Bella Vista's proposed low

24 income tariff?

25 A. Yes, Staff has comments for the following points.

26
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l

1 Income Eligibility

2

3

Bella Vista has not explained or supported its proposal to use 100

percent of the federal poverty level as the eligibility cutoff. This proposal represents a

significant decrease from the 150 percent level adopted for Chaparral City Water

4

5

6

Company. Staff concludes that an eligibility standard equal to 150 percent of the federal

poverty level should be adopted unless Bella Vista can demonstrate that its proposed 100

percent level is more appropriate in consideration of the overall interests of Bella Vista

and all customers.7

8

9 Recertification 'While Staff agrees with the Bella Vista proposal for participants to

10

11

12

reapply at least once every two years, Bella Vista proposes passive, not proactive,

reporting of continuing eligibility. Staff concludes that participants should be required to

submit an affidavit yearly attesting to their continuing eligibility.

13

14 Participation Cap Bella Vista has not proposed any limitation on the number of

15

16

17

18

19

20

customers that may participate in the program. Allowing unfettered participation could be

burdensome to ineligible customers to whom the costs of the low income discounts would

be transferred. This concern is exacerbated by the Bella Vista's inability to reasonably

estimate participation. In order to limit the low income surcharge to less than 10 percent

of the monthly bill for non-participants, Staff concludes that participation should be

limited to 2,400 customers (approximately 30 percent).

21

22 Administrative Fee Bella Vista proposes an administrative fee pertaining to its low

23 Details of this proposed fee are unclear. Mr. Bourassa's direct

24

25

income program.

testimony (at page 19) states, "The program costs (the discounts given to participants plus

a 10 percent fee for administration and carrying costs) would be recovered from non-

26 participants via a commodity surcharge." Staff concludes that the low income program
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1

2

3

4

5

6

7

should allow Bella Vista to seek recovery only of direct costs (i.e., costs directly

associated with the program - those that would not be incurred in the absence of the

program), and that Bella Vista should account for these direct costs separately from other

costs. Staff further concludes that the authorized rate of return is a reasonable carrying

rate. The conying rate should be applied monthly to the average of the beginning and

ending balance of the cumulative unrecovered program costs and included in the

beginning balance for the following month.

8

9 Surcharge Initiation, Recalculation Frequency and Approval

10

Bella Vista proposes to

initiate a surcharge to recover the program costs (discounts, administrative fee and

11

12

4
13

14

15

16

17

18

19

20

carrying charges) as soon as practicable after the first twelve months of implementation.

However, it is unclear how often the surcharge would be recalculated, the Bella Vista

proposal references both a six-month and a twelve-month period. Bella Vista's proposal

has a provision for annual reporting to the Commission, but does not specifically require

Commission approval of the proposed surcharge before implementation. Staff concludes

that its recommended revenue combined with Staff-recommended limits on participation

will provide Bella Vista with sufficient cash flow to carry the program costs for twelve

months, and that the surcharge should be implemented twelve months after authorization

of the program and subsequent to Commission approval of the specific surcharge amount,

and recalculated each twelve months thereafter. Staff rbrther concludes that resetting the

21

22

23

surcharge in mid-year without Commission oversight would be inappropriate and

providing oversight for resetting the surcharge every six months would not be an efficient

use of regulatory resources.

24
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1 Surcharge Recovery Customer Base

2

Bella Vista's proposal to recover the low income

program costs from non-participants could use clarification. Staff concludes that recovery

3 of low income program costs via a surcharge should be applicable to all customer classes.

4

5 Surcharge Calculation -

6

7

Bella Vista has not provided a clear method for periodically

calculating the low income surcharge. Staff concludes that Bella Vista should maintain

separate balancing accounts. Staff further concludes that the following is an appropriate

8 surcharge calculation method. The surcharge shall equal a dollar-and-cents amount

9

10

12

13

14

15

resulting from dividing the ending balance of the low income balancing account properly

calculated by the number of bills properly issued to non-participating residential

customers during the past twelve-month tracking period. The ending balance in the

balancing account should equal the beginning balance plus discounts allowed on bills in

the twelve month tracking period plus direct program costs incurred in the twelve-month

tracking period plus carrying charges less surcharge fees billed in the twelve-month

tracing period.

16

17

18

19

20

21

22

23

24

25

Reporting Requirement - Bella Vista expects that it will need to submit an annual report

showing the number of participants for the six-month period, the discounts given to

participants, administration fee and carrying costs, and the collections made from

nonparticipants though the surcharge. Bella Vista would also report the balance of the low

income balancing accounts and show a computation of the next twelve-month commodity

surcharge and submit updated gross annual income guidelines as updated by the federal

government." Removing the reference to a six~month period to reflect annual surcharge

recalculation, Staff agrees that Bella Vista should submit an annual report as one step of

the annual process for the Commission to approve and reset the surcharge amount.

26
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1 Q-

2

Is Staff's recommendation regarding the "Surcharge Recovery Customer Base" for

Bella Vista different from that for Rio Rico ?

3 A. Yes . In Rio Rico, Staff recommended that the surcharge be collected from only the

4

5

6

7

residential non-participants. As previously stated, Arizona has little experience with low

income tariffs for water companies. Staff has preformed further analysis since the Rio

Rico case and determined that the surcharge be collected from non-participants of all

customer classes. This is consistent with Staff" s recommendation for electric and gas

8 companies.

9

10 Q. What is Staffs recommendation with respect to the low income tariff?

11 A.

12

Staff recommends approval of the low income tariff consistent with its comments and

conclusions discussed above.
1

13

14 Q.

15

Even though only Bella Vista requested approval of a low income tariff, should the

Commission order rate consolidation, does Staff support a low income tariff for the

16 newly consolidated system?

17 A. Yes, with the same concerns as expressed above.

18

19 Q- In the event the Commission prefers stand-alone rates for the three systems, did Staff

20

21 A.

22

prepare such rates?

Yes. If the the Commission prefers stand-alone rates, Staff has presented such rates in

Schedules CSB-1, CSB-3 3I1d CSB-5.

4

u..
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I Bella Vista

2 Q- Would you please summarize the present rate design for Bella Vista"

3 A.

4

5

6

7

8

9

10

The present monthly minimum charges by meter size for all classes are as follows: 5/8 X

3/4-inch $15.00, 3/4-inch $22.'70, 1-inch $28.10, l 1/2-inch, $34.50, 2-inch $42.25, 3-inch

312190, 4-inch $173.00, 6-inch $950.00, and 8-inch $1,295.00 No gallons are included

in the monthly minimum charge. The commodity rates for all meters are $0.97 per

thousand gallons for zero to 5,000 gallons, $1.89 for 5,001 to 25,000 gallons, and $2.41

for any consumption over 25,000 gallons. in addition to these rates, there are three fire

sprinkler rates: four inches, six inches and eight inches. Fire sprinkler lines have a fixed

monthly charge only. There is no standpipe service under present rates.

11

12 Q. Would you please summarize the Algonquin Companies' proposed rate design for

Bella Vista?13

14 A.

15

16

17

The proposed monthly minimum charges by meter size for all classes are as follows: 5/8

x 3/4-inch $18.46, 3/4-inch $29.07, 1-inch $36.92, l l/2-inch $69.23, 2-inch $l18.l4, 3-

inch $147.68, 4-inch 318460, 6-inch $830.70, and 8-inch $l,329.l2. No gallons are

included in the monthly minimum charge.

18

19

20

21

22

23

24

-25

The commodity rates are based on an inverted-tier rate design that includes three tiers for

residential and two for the all other meter sizes with varying gallons included in each

block as shown on Schedule CSB-1. The commodity rates for a 5/8 x 3/4-inch meter are

$1.53 per thousand gallons for zero to 4,000 gallons, $2.23 for 4,001 to 10,000 gallons,

and $2.63 per thousand gallons for any consumption over 10,000 gallons. The commodity

rates for all other meter sizes are $1.45 for the first block and $1.90 for the second. Bella

Vista proposes a uniform commodity rate of $2.63 per thousand gallons for standpipe

26 service.
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'

1 Q. Would you please summarize Staff's stand-alone rate design for Bella Vista?

2 A. Staffs stand-alone rates and
4

4

Staff s

3

charges are presented on Schedule CSB-1.

recommended monthly minimum charges by meter size are as follows: 5/8 X 3/4-inch

4

5

6

$12.00, 3/4-inch $12.00, l-inch $20.00, 1 1/2-inch $40.00, 2-inch $64.00, 3-inch $125.00,

4-inch $200.00, 6-inch $400.00, and 8-inch $640.00. Zero gallons are included in the

monthly minimum charge.

7

8

9

10

11

12

13
/
l

14

Staff" s stand-alone commodity rates are based on an inverted-tier rate design that includes

three tiers for residential and two for all other meter sizes with varying gallons included in

each block as shown on Schedule CSB-1. The commodity rates for 5/8 X 3/4-inch and

3/4-inch residential meters are $08500 per thousand gallons for zero to 4,000 gallons,

$13850 per thousand gallons for 4,001 to 10,000 gallons, and $2.3770 per thousand

gallons for any consumption over 10,000 gallons. Staffs recommended commodity rates

for all other meter sizes are $13850 for the first block and $23770 for the second.

15

16

17

18

Staff proposes a flat commodity rate of $23770 per thousand gallons for standpipe

customers. Staff recommends monthly fire sprinkler service charges of the greater of

$10.00 or 2 percent of the monthly minimum charge for an equivalent sized meter for all

19 meter sizes.

20

21 Q. What is the rate impact on a typical 5/8-inch X 3/4-inch meter residential customer?

22 A.

23

24

25

26

The typical 5/8-inch x 3/4-inch meter residential customer with a median usage of 4,500

gallons would experience a $6.33 or a 32.69 percent increase in his monthly bill from

$19.37 to $25.70 under Bella Vista's proposed rates. This same customer would

experience a $3.27 or a 16.90 percent decrease in his monthly bill from $19.37 to $16.09

under Staffs recommended rates. A typical bill analysis is provided on Schedule CSB-2. x
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1 Q- What is Staff's recommendation concerning Bella Vista's proposal to add a new

2 Service Call-After Hours charge?

3 A.

4

5

6

Bella Vista proposes a $40 per hour charge for each hour. Staff recommends a flat $40

charge for the Service Call-After Hours charge for all hours as shown on Schedule CSB-l ,

page 3. This charge would be in addition to the normal charge for that service if Bella

Vista were providing the service during regular business hours.

7

8 Q. What service lines and meter installation charges does Staff recommend for Bella

9 Vista?

10 A.

11

12

Staff recommends the service line and meter installation charges as discussed by Staff

witness, Marlin Scott, Jr. Staffs service line and meter installation charges are presented

on Schedule CSB-1, page 3.

13

14 Northern Sunrise

15 Q. Would you please summarize the present rate design for Northern Sunrise"

16 A.

17

18

19

20

21

22

The present monthly minimum charges by meter size are as follows: 5/8 x 3/4-inch

$31.00, 3/4-inch $46.50, l-inch $77.50, l l/2-inch $155.00, 2-inch $248.00, 3-inch

$496.00, 4-inch $775.00, 6-inch $930.00, and 8-inch $1,550.00 No gallons are included

in the monthly minimum charge. The commodity rates for all meters are $2.00 per

thousand gallons for zero to 5,000 gallons, $2.75 for 5,001 to 10,000 gallons, and $3.90

per thousand gallons for any consumption over 10,000 gallons. The commodity rate for

standpipe water is $3.90 per thousand gallons of usage.

23

24 Q. Would you please summarize the proposed rate design for Northern Sunrise?

25 A.

26

Northern Sunrise's proposed monthly minimum charges by meter size for all classes are as

follows: 5/8 x 3/4-inch $75.39, 3/4-inch $1 13.09, 1-inch $188.48, 1 1/2-inch $376.95, 2-
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1

2

inch $603.12, 3-inch $1,206.24, 4-inch $1,884.75, 6-inch $3,769.50, and 8-inch

$6,031.20. No gallons are included in the monthly minimum charge.

3

4 The commodity rates are based on an inverted-tier rate design that includes three tiers for

residential and two for all other meter sizes with varying gallons included in each block as

shown on Schedule CSB-3. The commodity rates for a 5/8 X 3/4~inch meter are $4.86 per

thousand gallons for zero to 4,000 gallons, $5.86 for 4,001 to 10,000 gallons, and $7.01

per thousand gallons for any consumption over 10,000 gallons. The commodity rates for

all other meter sizes are $4.86 for the first block and $5.86 for the second. Northern

Sunrise proposes a uniform commodity rate of $5.86 per gallon for standpipe service.

5

6

7

8

9

10

11

Q~ Would you please summarize Staffs stand-alone rate design for Northern Sunrise?12

13 A.
.

1
l

14

15

16

Staffs stand-alone rates and charges are presented on Schedule CSB-3. Staffs

recommended monthly minimum charges by meter size are as follows: 5/8 x 3/4-inch

$44.00, 3/4-inch $66.00; I-inch $110.00, 1 l/2-inch $220.00, 2-inch $352.00, 3-inch

$704.00, 4~3nch $1,100.00, 6-inch $2,200.00, and 8-inch $3,520.00. Zero gallons are

included in the monthly minimum charge.17

18

19

20

21

22

23

24

25

Staffs stand-alone commodity rates are based on an inverted-tier rate design that includes

three tiers for residential and two for all other meter sizes with varying gallons included in

each block as shown on Schedule CsB-l. The commodity rates for 5/8 x 3/4-inch and

3/4-inch residential meters are $9.5000 per thousand gallons for zero to 3,000 gallons,

$67500 per thousand gallons for 3,001 to 10,000 gallons, and $90000 per thousand

gallons for any consumption over 10,000 gallons. Staff" s recommended commodity rates

for all other meter sizes are $6.75 for the first block and $90000 for the second.

26
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1 Staff proposes a Hat commodity rate of $9.0000 per thousand gallons for standpipe

2 customers .

3

4 Q. What is the rate impact on a typical 5/8 x 3/4-inch meter residential customer for

5 Northern Sunrise?

6 A.

7

8

9

10

The typical 5/8 x 3/4-inch meter residential customer with a median usage of 4,500

gallons would experience a $57.76 or a 144.40 percent increase in his monthly bill from

$40.00 to $97.76 under Northern Sunrise's proposed rates. This same customer would

experience a $24.63 or a 61.56 percent increase in his monthly bill from $40.00 to $64.63

under Staffs recommended rates. A typical bill analysis is provided on Schedule CSB-4.

11

12 Q- What changes to miscellaneous service charges is Northern Sunrise proposing?

13 A.

14

15

16

Northern Sunrise is proposing to add new charges for Reconnection-After hours, Meter

Test, NSF check, Moving Meter at customer's request, and Damage to Meter. In addition

to these new charges, Northern Sunrise is also requesting to increase the Meter Reread

charge by $10 from $5 to $15.

17

18 Q. What is Staff's recommendation concerning Northern Sunrise's proposed changes to

19 the miscellaneous service charges?

20 A.

21

22

23

24

25

Staff recommends approval of the Staff-recommended miscellaneous charges as shown on

Schedule CSB-3, page 3. Staff s recommended charges are within Staff's experience of

what are reasonable and customary charges. The Damage to Meter charge' was not

reflected in Staff s rate design as the Commission Rules provide for recovery of this cost.

Additionally, the main extension tarif f  was not ref lected in Staffs rate design as

Commission Rules also provide for this cost.
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I

l Q. What service line and meter installation charges does Staff recommend for Northern

2 Sunrise?

3 A.

4

5

Staff recommends the service line and meter installation charges as discussed by Staff

witness, Marlin Scott, Jr. Staffs service line and meter installation charges are presented

on Schedule CSB-3, page 3.

6

7 Southern Sunrise

8 Q. Would you please summarize the present rate design for Southern Sunrise?

9 A. The present monthly minimum charges by meter size are as follows: 5/8 x 3/4-inch

10

11

12

13

14

15

$31.00, 3/4-inch $46.50, l-inch $77.50, 1 1/2.-inch $155.00, 2-inch $248.00, 3-inch

$496,00, 4-inch $775.00, 6-inch $930.00, and 8-inch $1,550.00. No gallons are included

in the monthly minimum charge. The commodity rates for all meters are $2.00 per

thousand gallons for zero to 5,000 gallons, $2.75 for 5,001 to 10,000 gallons, and $3.90

per thousand gallons for any consumption over 10,000 gallons. The fire sprinkler service

charge is the greater of $5.00 or l percent of the monthly minimum charge for that meter

16 size. The commodity rate for standpipe water is $3.90 per thousand gallons of usage.

17

18 Q- Would you please summarize the proposed rate design for Southern Sunrise?

19 A.

20

21

22

23

24

25

Southern Sunrise's proposed monthly minimum charges by meter size for all classes are as

follows: 5/8 x 3/4-inch $54.37, 3/4-inch $81.56, l-inch $135.93, l 1/2-inch $27l.85, 2-

inch $434.96, 3-inch $869.92, 4-inch $1,359.25, 6-inch $2,718.50, and 8-inch $4,349.60.

Southern Sunrise proposes a monthly charge for ire sprinkler service of the greater of

$5.00 or l percent of the monthly minimum charge for that meter size. The commodity

rates are based on an inverted-tier rate design that includes three tiers for residential and

two for the all other meter sizes with varying gallons included in each block as shown on

26 Schedule CSB-5.
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l

2

3

4

5

6

The commodity rates for a 5/8 X 3/4-inch meters are $3.51 per thousand gallons for zero to

4,000 gallons, $4.26 for 4,001 to 10,000 gallons, and $5.41 per thousand gallons for any

consumption over 10,000 gallons. The commodity rates are uniform for all other meter

sizes with varying gallons included in each inverted tier. The commodity rates for all

other meter sizes are $3.51 for the first block and $4.26 for the second. Southern Sunrise

proposes a uniform commodity rate of $4.26 per thousand gallons for standpipe service.

7

8 Q. Would you please summarize Staff's stand-alone rate design for Southern Sunrise?

9

10

A.

11

12

Staffs stand-alone rates and charges are presented on Schedule CSB-5. Staffs

recommended monthly minimum charges by meter size are as follows: 5/8 x 3/4-inch

$20.00, 3/4-inch $30.00, l-inch $50.00, l 1/2-inch $100.00, 2~inch $160.00, 3-inch

$320.00; 4-inch 3500.00, 6-inch $1,000.00, and 8-inch $1>600.00 Zero gallons are

included in the monthly minimum charge.13

14

15

16

17

18

Staffs stand-alone commodity rates are based on an inverted-tier rate design that includes

three tiers for residential and two for all ether meter sizes with varying gallons included in

each block as shown on Schedule CSB-5. The commodity rates for 5/8 x 3/4~inoh and

3/4-inch residential meters are $4.00 per thousand gallons for zero to 3,000 gallons,

386.0000 per thousand gallons for 3,001 to 9,000 gallons, and $8.5000 per thousand gallons

for any consumption over 9,000 gallons. Staff" s recommended commodity rates for all

other meter sizes are $60000 for the first block and $8.5000 for the second.

19

20

21

22

23

24

25

Staff proposes a flat commodity rate of $85000 per thousand gallons for standpipe

customers. Staff recommends monthly fire sprinkler service charges of the greater of

$10.00 or 2 percent of the monthly minimum charge for an equivalent sized meter for all

meter sizes.26
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l Q. What is the rate impact on a typical 5/8 x 3/4-inch meter residential customer for

2 Southern Sunrise?

3 A.

4

5

6

7

The typical 5/8 x 3/4-inch meter resideNtial customer with a median usage of 4,500

gallons would experience a $30.54 or a 76.35 percent increase in his monthly bill from

$40.00 to $70.54 under Southern Sunrise's proposed rates. This same customer would

experience a $1.00 or a 2.50 percent increase in his monthly bill from $40.00 to $41.00

under Staffs recommended rates. A typical bill analysis is provided on Schedule CSB-6.

8

9 Q. What changes to miscellaneous service charges is Southern Sunrise proposing?

10 A.

11

12
{

13

Southern Sunrise is proposing to add new charges for Reconnection-After hours, Meter

Test, NSF check, Moving Meter at customer's request, and Damage to Meter. In addition

to these new charges, Southern Sunrise is also requesting to increase the Meter Reread

charge by $10 from $5 to $15.

14

15 Q. What is Staffs recommendation concerning Southern Sunrise's proposed changes to

16 the miscellaneous service charges?

17 A.

18

Staff recommends approval of the Staff recommended miscellaneous charges as shown on

Schedule CSB-1, page 3. Staffs recommended charges are within Staffs experience of

19 what are reasonable and customary charges. The Damage to Meter charge was not

20

21

22

reflected in Staffs rate design as the Commission Rules provide for recovery of this cost.

Additionally, the main extension tarif f  was not ref lected in Staffs rate design as

Commission Rules also provide for this cost.

I
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1 Q. What is Staff's recommendation for service line and meter installation charges?

2 A.

3

4

Staff recormnends the service line and meter installation charges as discussed by Staff

witness, Marlin Scott, Jr. Staffs service line and meter installation charges are presented

on Schedule CSB-5, page 4.

5

6 Q. Does this conclude your direct testimony for the Algonquin Companies' rate design?

7 A. Yes, it does.
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Bella Vista Water Company, Inc.
Docket No. W-02465A-_9-041 1
Test Year Ended March 31, 2009

RATE DESIGN Schedule CSB-1
Page 1 of 5

Month\y Minimum Charge

Meter Size (All Classes):
5/B Inch x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
3 Inch
4 Inch
6 Inch
8 Inch

$ 15.00
22.70
28,10
34.50
42.25

121 .90
173.00
950.00

1 ,295.00

$ 18.46
29.07
36.92
69.23

118.14
147.68
184.50
830.70

1,329.12

s 12.00
12.00
20.00
40.00
64.00

125.00
200.00
400.00
640.00

Fire Sprinklers
Fire Sprinklers - 4 Inch (See Notel and Note 2)
Fire Sprinklers - 6 inch (See Notel and Note 2)
Fire Sprinklers - 8 inch (See Notel and Note 2)

5.00
9.50

12.95

15.00
16.61
26.58

N/A
N/A
N/A

Fire Sprinklers
Fire Sprinklers
Fire Sprinklers

4 Inch (See Notel and Note 3)
6 Inch (See Notel and Note 3)
8 Inch (See Notel and Note 3)

5.00
9.50

12.95

N/A
N/A
NIA

Note 3
Note 3
Note 3

Note 1 - Present Rates are 1% of monthly minimum for comparable sized meters, but not less than $5.00 per month
Note Z _ Proposed rates are 2% of monthly minimum for comparable sized meters, but not less than $15 per month.
Note 3 _ Staff's recommended monthly charges are 2% of the monthly minimum for an equivalent sized meter

or $10, whichever is greater, for all meter sizes,

Commodity Charge - Per Thousand Gallons

$
All Meter Sizes and Classes
O gallons to 5,000 gallons
5,001 gallons to 25,000 gallons
Over 25,000 gallons

0.9700
1.8900
2.4100

N/A
N/A
NIA

N/A
N/A
N/A

5/8" x 3/4" Meter and 3/4" Meter (Residential)
First 4,000 gallons
4,001 gallons to 10,000 gallons
Over 10,000 gallons

N/A
N/A
N/A

1 .5300
2.2300
2.6300

$ 0.8500
1.3850
2.3770

5/B" x 3/4" Meter and 3/4" Meier (Commercial)
0 gallons to 4,000 gallons
over 4,000 gallons

N/A
N/A

1 .4500
1 .9000

N/A
N/A

First 10,000 gallons
Over 10,000 gallons

N/A
N/A

NIA
N/A

1.3850
2.3770

1" Meter (All Classes Except Standpipes
First 10,000 gallons
Over 10,000 gallons

N/A
N/A

1 .4500
1 ,9000

1 .3850
2.3770

1.5" Meter (All Classes Except Standpipes
0 gallons to 25,000 gallons
over 25,000 gallons

N/A
N/A

1 .4500
1 .9000

N/A
N/A

N/A
N/A

N/A
NIA

1.3850
2,3770

First 23,000 gallons
Over 23,000 gallons

\



Present
Company
Proposed

Staff
Recommended

Bella Vista Water Company, Inc.
Docket NO, W-02455A-09-041 1
Test Year Ended March 31, 2009

RATE DESIGN Schedule CSB~1
Page 2 of 5

Commodity Charge - Per Thousand Gallons Continued

2" Meter (All Classes Except Standpipe)
0 gallons to 50,000 gallons
over 50,000 gallons

N/A
N/A

1.4500
1 .9000

N/A
N/A

First 40,000 gallons
Over 40,000 gallons

N/A
N/A

N/A
N/A

1 .3850
2_3770

3" Meter (All Classes Except Standoipel
0 gallons to 80,000 gallons
over 80,000 gallons

N/A
N/A

1 .4500
1 .9000

N/A
N/A

First 85,000 gallons
Over 85,000 gallons

N/A
N/A

N/A
N/A

1 .3850
2.3770

4" Meter (All Classes Except Standpipe)
0 gallons to 175,000 gallons
over 175,000 gallons

N/A
N/A

1 .4500
1.9000

N/A
N/A

Firsl 140,000 gallons
Over 140,000 gallons

N/A
N/A

N/A
NIA

1 .3850
2.3770

6" Meter (All Classes Except Standpipe)
0 gallons to 450,000 gallons
over 450,000 gallons

N/A
N/A

1 .4500
1 .9000

N/A
N/A

First 290,000 gallons
Over 290,000 gallons

N/A
N/A

N/A
N/A

1.3850
2.3770 l

8" Meter (All Classes Except Standpipe)
0 gallons to 720,000 gallons
over 720,000 gallons

N/A
N/A

1 .4500
1 .9000

N/A
N/A

First 470,000 gallons
Over 470,000 gallons

N/A
N/A

N/A
N/A

1.3850
2.3770

Standpipe (Hydrant/Bulk)
Per 1,000 gallons No Tariff S 2.63 2.3770

¢

I
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Company
Proposed

Staff
Recommended

Bella Vista Water Company, Inc,
DQQK@t No. W-02465A-09-0411
Test Year Ended March 31, 2009

RATE DESIGN Schedule CSB-1
Page 3 of 5

$ $ $

$
$
$
$
s

5
s
$
$
$

$
$
$
5
$

$

Miscellaneous Charges
Establishment (Regular Hours) per Rule R14-2-403D
Establishment (After Hours) per Rule R14-2-403D
Re-Establishment of Service per Rule R14-2-403D
Reconnection (Delinquent) per Rule R14--2-403D
Reconnection (After Hours) per Rule R14-2-403D
Meter Test (if correct) per Rule R14-2-408F
Meter Reread per Rule R14-2-408C (if correct)
NSF Check per Rule R14-2-409F
Deferred Payment, Per Month
Late Charge
Service Calls - Per HourlAfter Hours(e)
Service Calls - Flat Rate /After Hours(e)
Deposit Requirements
Moving Meter at Customer Request
Damage to Meter
Main Extension Tariff

30.00
45.00

[al
30.00
45.00
30.00
15.00
15.00
1.50%

[b]
NT
NT
[C]

Cost

30.00
45.00

[al
30.00
45.00
30.00
15.00
15.00
1.50%

[b]
40.00

N/A

[G]
Cost
Cost
Cost

$

Cost
Cost

30.00
45.00

[a]
30.00
45.00
30.00
.15.00
15.00
1.50%

[b]
NIA

40.00
[C]

Cost
[dl
[dl

NT = No Tariff

[a] Minimum charge times number of full months off the system. per Rule R14-2-403(D).
[b] Greater of $5.00 or 1.5% of unpaid balance.
[c] Per ACC Rules R14-2-403(B)Residential- two times the average bill.

Commercial- two and one-half times the average bill.
[d] The charges are not reflected in Staffs rate design as provisions for these costs are in the Commission Rules.

IN ADDITION To THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
TAX. PER COMMISSION RULE 14-2-409D(5).



Total
Present
Charge

Company
Proposed

Service Line
Charge

Company
Proposed

Meter
Installation

Charge

Total
Company
Proposed
Charge'

Total
Present
Charge

Staff
Recommended
Service Line

Charge"

Staff
Recommended

Meter
Installation

Charge

Total
Staff

Recommended
Charge

Bella Vista Water Company, Inc.
Docket No. W-024G5A-09-0411
Test Year Ended March 31, 2009

RATE DESIGN Schedule CSB-1
Page 4 of 5

$
$
s
$

$

$

$

Service and Meter Installation Charges
5/8 x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch /Turbine
2 Inch / Compound
3 Inch / Turbine
3 Inch / Compound
4 Inch /Turbine
4 Inch / Compound
6 Inch / Turbine
6 Inch / Compound
8 Inch & Larger

$

350 $
350
400
500

NT
675

NT
1 ,500

NT
1 ,sao

NT
4,400

NT

385.00
385.00
435.00
470.00
630.00
630.00
805.00
845.00

1,170.00
1 ,22.0.00
1,730.00
1 ,770.00

Al Cost

At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
Al Cost
Al Cost
At Cost
Al Cost
At Cost
At Cost
Ax Cost

Al Cost
At Cost
At Cost
Al Cost
AI Cost
Al Cost
As Cost
At Cost
At Cost
Al Cost
At Cost
Al Cost
At Cost

' Plus actual road crossing costs.
NT : No Tariff

$
$
$
$

$
$
s

1 .765
1,765
1 .765

$
$
$

105
180
240

$
$
$

1,870
1,945
2,005

s
i

$

$

5/8 x 3/4 Inch
3/4 Inch .
1 Inch
1 1/2 Inch
z Inch / Turbine
2 Inch / Compound
3 Inch / Turbine
3 Inch / Compound
4 Inch / Turbine
4 Inch / Compound
6 Inch / Turbine
8 Inch / Compound
8 Inch & Larger

s

350
350
400
500

NT
575

NT
1 ,500

NT
1 ,500

NT
4,400

NT

Al Cost
At Cost
At Cost
At Cost
At Cost
Al Cost
At Cost
At Cost
At Cost
Al Cost

At Cost
A: Cost
A( Cost
At Cost
At Cost
Al Cost
At Cost
At Cost
At Cost
At Cost

AL Cost
AL Cost
Al Cost
Al Cost
At Cost
As Cost
Al Cost
At Cost
At Cost
At Cost

NT : No Tariff
** To include the actual cost incurred when road crossing is required.

r
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Bella Vista Water Company, Inc.
Docket No. W-02465A-09-041 1
Test Year Ended March 31, 2009

RATE DESIGN Schedule CSB-1
Page 5 of 5

Off-site Facilities Hook-up Fee
5/8 X 3/4 Inch
3/4 Inch
1 \rich
1 1/2 Inch
2 Inch
3 Inch
4 Inch
6 Inch or larger

NT
NT
NT
NT
NT
NT
NT
NT

$ 1 ,600
2,400
4,000
8,000

12,800
25,600
40,000
80,000

NT : No Tariff
* Staff does not recommend approval of the hook-up fee.

$0
$0
$0
$0
$0
$0
$0
$0



Bella Vista Water Company
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Schedule CSB-2

Typical Bill Analysis
General Service 5/8 x 3/4-Inch Meter

Company Propose Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

Average Usage 6,612 $ 22.90 $ 30.40 $ 7.51 32,79%

Median Usage 4,500 19.37 25.70 $ 6.33 32.69%

Staff Recommended

Average Usage 6,612 $ 22.90 s 19.02 $ (3.88) -16.94%

Median Usage 4,500 19.37 16.09 $ (327) -16.90%

Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter

Gallons
Consumption

$ $ $
1,000
2,000
3,000
4,000
4,500
5,000
6,000
5,512
7,000
8,000
9,000

10,000
11,000
12,000
13,000
14,000
15,000
15,000
17,000
18,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000

Present
Rates

15.00
15.97
16.94
17.91
18.88
19.37
19.85
21.74
22.90
23.63
25.52
27.41
29.30
31 .19
33.08
34.97
36.86
38.75
40.64
42.53
44.42
46.31
48.20
57.65
69.70
81.75
93.80

105.85
117.90
178. 15
238.40

Company
Proposed

Rates
18.46
19.99
21 .52
23.05
24.58
25.70
26.81
29.04
30.40
31.27
33.50
35.73
3796
40.59
43.22
45.85
48.48
51 .1 1
53.74
56.37
59.00
61.63
64.26
77.41
90.56

103.71
116.86
130.01
143.16
208.91
274.66

%
Increase

23.07%
25.17%
27.04%
28.70%
30.19%
32.69%
35.06%
33.58%
32.79%
32.33%
31.27%
30.35%
29.56%
30.14%
30.65%
31 | 11 %
31.52%
31 .90%
32.23%
32.54%
32.82%
33.08%
33.32%
34.28%
29.93%
26.86%
24.58%
22.82%
21 .42%
17.27%
15.21 %

Staff
Recommended

Rates
12.00
12.85
13.70
14.55
15.40
16.09
16.79
18.17
19.02
19.56
20.94
22.33
23.71
26.09
28.46
30.84
33.22
35.60
37.97
40.35
42.73
45.10
47.48
59.37
71 .25
83.14
95.02

106.91
118.79
178.22
237.64

%
Increase

-20.00%
-19.54%
-19. 13%
-18.76%
-18.43%
-16.90%
-15.44%
-16.42%
-16.94%
-17.25%
-17.95%
-18.55%
-19.08%
-16.36%
-13.95%
-11 .81 %
-9.88%
-8.14%
-6.55%
-5. 13%
-3.81 %
-2.61 %
-1 .49%
2.97%
2.22%
1.69%
1.30%
1.00%
0.75%
0.04%

-0.32%



Present
Company
Proposed

Staff
Recommended

Northern Sunrise Water Company, Inc.
Docket No. W-20453A-09-0412
Test Year Ended March 31, 2009

RATE DESIGN CSB-3
Page 1 of 4

Monthly Minimum Charge

Meter Size (All Classes):
5/B Inch x 3/4 Inch
3/4 Inch
1 inch
1 1/2 Inch
2 Inch
3 Inch
4 Inch
6 Inch
8 Inch

s 31.00
46.50
77.50

155.00
248.00
496.00
775.00
930.00

1 ,550.00

s 75.39
1 13.09
188.48
376.95
603.12

1,206.24
1,884.75
3,769.50
6,031.20

$ 44.00
65.00

110.00
220.00
352.00
704.00

1,100.00
2,200.00
3,520.00

Commodity Charge - Per Thousand Gallons

$ N/A
All Meter Sizes and Classes. Except lrriqation
0 gallons to 5,000 gallons
5,001 gallons to10,000 gallons
Over 10,000 gallons

2.0000
2.7500
3.9000

N/A
N/A
N/A N/A

All Meier Sizes - Irrigation
0 gallons to 45,000 gallons
Over 45,000 gallons

2.7500
3.9000

N/A
N/A

N/A
N/A

5/8 Inch x 3/4 Inch Meter and 3/4 Inch Meter - Residential
0 gallons to 4,000 gallons
4,001 gallons to 10,000 gallons
over 10,000 gallons

N/A
N/A
N/A

4.B600
5.8600
7.0100

N/A
N/A
N/A

0 gallons to 3,000 gallons
3,001 gallons to 10,000 gallons
Over 10,000 gallons

N/A
N/A
N/A

N/A
N/A
N/A

3.5000
5.7500
9.0000

5/8 Inch x 3/4 Inch Meter and 3/4 Inch Meter - Commercial, lrriqation
over 10,000 gallons

N/A
N/A

4.8600
5.8600

N/A
N/A

0 gallons to 10,000 gallons
Over 10,000 gallons

N/A
N/A

N/A
NIA

6.7500
9.0000

1" Meter (All Classes, Except Standpipe)
0 gallons to 25,000 gallons
over 25,000 gallons

N/A
N/A

4.8600
5.8600

N/A
N/A

0 gallons to z2,000 gallons
Over 22,000 gallons

N/A
N/A

N/A
N/A

67500
9.0000

1.5" Meter (All Classes, Except Standpipe)
0 gallons lo 50,000 gallons
over 50,000 gallons

NIA
N/A

4.8600
5.8600

N/A
N/A

0 gallons to 53,000 gallons
Over 53,000 gallons

N/A
N/A

N/A
N/A

6.7500
9.0000

2" Meter (All Classes, Except Standpipe/Construction)
0 gallons to 80,000 gallons
over 80,000 gallons

N/A
N/A

4.8600
5.8600

N/A
N/A

0 gallons to 92,000 gallons
Over 92,000 gallons

N/A
N/A

N/A
N/A

6.7500
9.0000



Present
Company
Proposed

Staff
Recommended

Northern Sunn'se Water Company, Inc.
Docket No. W-20453A-09-0412
Test Year Ended March 31, 2009

RATE DESIGN CSB-3
Page 2 of 4

.

I

Commodity Charge - Per Thousand Gallons Continued

3" Meter (All Classes, Except Standpipe)
0 gallons to 160,000 gallons
over 160,000 gallons

N/A
N/A

4.8500
5.8600

N/A
N/A

0 gallons to 197,000 gallons
Over 197,000 gallons

N/A
N/A

N/A
N/A

6.7500
9.0000

4" Meter (All Classes. Except Standpipe)

0 gallons to 250,000 gallons
over 250,000 gallons

N/A
NIA

4.8600
5.8600

N/A
N/A

0 gallons to 315,000 gallons
Over 315,000 gallons

N/A
N/A

N/A
N/A

5.7500
9.0000

8" Meter (All Classes, Except Standpipe)
0 gallons to 500,000 gallons
over 500,000 gallons

N/A
N/A

4.8600
5.8600

N/A
N/A

0 gallons to 545,000 gallons
Over 645,000 gallons

N/A
N/A

N/A
N/A

6.7500
9.0000

8" Meter (All Classes, Except Standpipe)
0 gallons to 800,000 gallons
over 800,000 gallons

N/A
N/A

4.8600
5.8600

N/A
N/A

o gallons to 1,000,000 gallons
Over 1,000,000 gallons

N/A
N/A

N/A
N/A

6.7500
9.0000

ll

Standpipe (Construction)
Per 1,000 gallons 3.9000 5.8600 9.0000
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Northern Sunrise Water Company, Inc.
Docket No, W-20-453A-09-0412
Test Year Ended March 31, 2009

RATE DESIGN CSB-3
Page 3 of 4

$
$

$
$

$
$

$

$

$
$
$
$
$

25.00
35.00

la]
35.00
45.00
30.00
15.00
15.00
1.50%
1.50%
50.00

$
$
$
$
$

25.00
35.00

[a]
35.00
45.00
30.00
15.00
15.00
1.50%
1.50%
50.00$ $ $

Miscellaneous Charges
Establishment (Regular Hours) per Rule R14-2-403.D
Establishment (After Hours) per Rule R14-2-403.D
Re~Establishment of Service per Rule R14-2-403.D
Reconnection (Delinquent) per Rule R14-2-403.D
Reconnection (After Hours) per Rule R14-2-403.D
Meter Test (if correct) per Rule R14-2-408.F
Meter Reread per Rule R14-2-40B.C (if correct)
NSF Check per Rule R14-2-409.F
Deferred Payment, Per Month per Rule R14-2~409.G
Late Charge
Service Calls - Per Hour/After Hours(e)
Deposit Requirements
Moving Meter at Customer Request
Damage to Meter
Main Extension Tariff

25.00
35.00

[a]
35,00

NT
NT

5.00
NT

1.50%
1.50%
50.00

[b]
NT
NT

Cost

[bl
Cost
Cost
Cost

[bl
Cost

[cl
[C]

[a] Minimum charge times number of full months off the system. per Rule R14-2-403.D.
[b] Per ACC Rules R14-Z-403,B Residential - two times the average bill.

Commercial - two and one-half times the average bill.
[c] The charges are not reflected in Staffls rate design as provisions for these costs are in the Commission Rules.

NT = No Tariff

IN ADDITION To THE COLLECTION oF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE OF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
TAX. PER COMMISSION RULE 14-2-409D(5).



Total
Present
Charge

Company
Proposed

Service Line
Charge

Company
Proposed

Meter
Installation

Charge

Total
Company
Proposed
Charge*

Total
Present
Charge

Staff
Recommended
Service Line

Charge"

Staff
Recommended

Meter
Installation

Charge

Total
Staff

Recommended
Charge

Present
Company
Proposed

Staff
Recommended*

Norther Sunrise Water Company, Inc.
Docket No. W-20453A-09-0412
Test Year Ended March 31, 2009

RATE DESIGN CSB-3
Page 4 of 4

("

Service Line and Meter Installation Charges
5/8 x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch / Turbine
2 Inch /Compound
3 Inch /Turbine
3 Inch / Compound
4 Inch / Turbine
4 Inch / Compound
6 Inch /Turbine
6 Inch / Compound
8 Inch & Larger

$ 410.00
410.00
520.00
660.00

1,155.00
1,720.00
1 ,625.00
2,260.00
2,500.00
3,200.00
4,500.00
6,300.00
8,200.00

$ 385.00
385.00
435.00
470.00
530.00
830.00
805.00
845.00

1,170.00
1 ,230.00
1,730.00
1,770.00

As Cost

Al Cost
At Cost
At Cost
At Cost
As Cost
At Cost
At Cost
At Cost
Al Cost
At Cost
Al Cost
Al Cost
At Cost

At Cost
At Cost
At Cost
At Cost
At Cost
Al Cost
At Cost
AL Cost
At Cost
Al Cost
Al Cost
At Cos!
At Cost

* Plus actual road crossing costs.
NT : No Tariff

$5/B x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch /Turbine
2 Inch I Compound
3 Inch /Turbine
3 Inch / Compound
4 Inch /Turbine
4 Inch /Compound
6 Inch /Turbine
8 Inch / Compound
8 Inch & Larger

$1 ,765
$1 ,765
$1,765

(~
410.00
410.00
520.00
660.00

1,155.00
1,720.00
1,625.00
2,260.00
2,500.00
3,200.00
4,500.00
6,300.00
8,200.00

Al Cost
At Cost
At Cost
At Cost
At Cost
At Cost
Al Cost
A( Cost
Al Cost
Al Cost

$105
$180
$240
AL Cost
AI Cost
At Cost
Al Cost
A( Cost
Al Cost
At Cost
At Cost
A( Cost
At Cost

$1 ,870
$1 ,945
$2,005
At Cost
At Cost
Al Cost
Al Cost
At Cost
Al Cost
At Cost
Al Cost
Al Cost
At Cost

NT = No Tariff
** To include the actual cost incurred when road crossing is required.

$

_-»

Off-s i te Faci l i t ies Hook-up Fee
5/8 X 3/4 Inch
3/4 inch
1 Inch
1 1/2 Inch
2 inch
3 Inch
4 inch
6 Inch or larger

NT
NT
NT
NT
NT
NT
NT
NT

1 ,sao
2,400
4,000
8,000

12,800
25,600
40,000
80,000

$0
$0
$0
$0
$0
$0
$0
$0

" Staff does not recommend approval of the hook-up fee.
NT = No Tariff

1



Northmen Sunrise
Docket No. W-02465A-09-D411
Test Year Ended March 31, 2009

Schedule CSB~4

Typical Bill Analysis
General Service 5/8 x 3/4-Inch Meter

Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
IncreaseCompany Proposed

Average Usage 5,755 $ 43,08 $ 105.11 $ 62.04 144.02%

Median Usage 4,500 40.00 97.76 $ 57,76 144.40%

Staff Recommended

Average Usage 5,755 $ 43.08 $ 73.10 $ 30.02 69.69%

Median Usage 4,500 40.00 64.63 $ 24.63 61.56%

Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter

| Staff
Recommended

Rates
Gallons
Consumption

Company
Proposed

Rates
%

Increase I
$

Present
Rates

31 .00
33.00
35.00
37.00
39.00
40.00
41 .00
43.08
43.75
46.50
49.25
52.00
54.75
58.65
62.55
66.45
70.35
74.25
78. 15
82.05
85.95
89.85
93.75

113.25
132.75
152.25
171 .75
191 .25
210.75
308.25
405.75

$ 75.39
80.25
85.11
89.97
94.83
97.76

100.69
105.11
106.55
112.41
118.27
124.13
129.99
137.00
144.01
151 .02
158.03
165.04
172.05
179.06
186.07
193.08
200.09
235.14
270.19
305.24
340.29
375.34
410.39
585.64
760.89

143. to%
143. 18%
143. 17%
143.16%
143. 15%
144.40%
145.59%
144.02%
143.54%
141 .74%
140.14%
138.71%
137.42%
133.59%
130.23%
127.27%
124.63%
122.28%
120. 15%
118.23%
116.49%
114.89%
113.43%
107.63%
103.53%
100.49%
98. 13%
96.26%
94.73%
89.99%
87.53%

$ 44.00
47.50
51 .00
54.50
61.25
64.63
68.00
73. 10
74.75
81 .50
88.25
95.00

104.00
1 13.00
122.00
131.00
140.00
149.00
158.00
167.00
176.00
185.00
194.00
239.00
284.00
329.00
374.00
419.00
464.00
689.00
914.00

%
Increase

41 .94%
43.94%
45.71 %
47.30%
57.05%
61 .56%
65.85%
69.69%
70.86%
75.27%
79. 19%
82.69%
89.95%
92.67%
95_04%
97. 14%
99.00%

100.67%
102.18%
103.53%
104.77%
105.90%
106.93%
1 11.04%
1 13.94%
1 16.09%
1 17.76%
119.08%
120, 17%
123.52%
125.26%

1,000
2,000
3.000
4,000
4,500
5,000
5,755
5,000
7,000
8,000
9,000

10,000
11 ,000
12,000
13,000
14,000
15,000
15,000
17,000
18,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000



Present
om pa ny

Proposed
to

Recommended

Southern Sunrise Waler Company, Inc,
Docket No W-20454A-09-0413
Test Year Ended March 31, 2009

RATE DESIGN CSB-5
Page 1 of 4

Monthly Minimum Charge

$ $ $
Meter Size (All Classes):
5/8 InCh X 3/4 inch
3/4 Inch
1 Inch
1 we Inch
2 Inch
3 Inch
4 Inch
6 Inch
8 Inch

31 .00
46.50
77.50

155.00
248.00
496.00
775.00
930.00

1,550.00

54.37
81.56

135.93
271 .85
434.96
869.92

1,359.25
2,7t8.50
4,349.60

20.00
30.00
50.00

100.00
160.00
320.00
500.00

1,000.00
1,600.00

Fire Sprinklers
One percent of monthly minimum for comparable sized meters but not
less than $5.00 per month * * N/A

Two percent of monthly minimum for equivalent sized meters but not
less than $10.00 per month whichever is greater for all meter sizes. * N/A

Commodity Charge - Per Thousand Gallons

All Meter Sizes and Classes, Except Irrigation
0 gallons to 5,000 gallons
5,001 gallons to10,000 gallons
Over 10,000 gallons

$ 2.0000
2.7500
3.9000

N/A
N/A
N/A

N/A
N/A
N/A

All Meter Sizes - Irrigation
0 gallons to 45,000 gallons
Over 45,000 gallons

2.7500
3.9000

N/A
N/A

N/A
N/A

5/8 Inch x 3/4 Inch Meter and 3/4 Inch Meter - Residential
0 gallons to 4,000 gallons
4,001 gallons to 10,000 gallons
over 10,000 gallons

N/A
N/A
N/A

$ 3.5100
4,2500
5.4100

N/A
N/A
N/A

0 to 3,000 gallons
3,001 to 9,000 gallons
Over 9,000 gallons

N/A
N/A
N/A

N/A
N/A
NIA

$ 4.0000
6.0000
8.5000

Commercial, Irrigation5/8 Inch x 3/4 Inch Meter and 3/4 Inch Meter -
0 gallons to 10,000 gallons
over 10,000 gallons

NIA
N/A

3.5100
4.2600

N/A
N/A

0 to 9,000 gallons
Over 9,000 gallons

N/A
N/A

N/A
N/A

6.0000
8.5000

1" Meter (All Classes, Except Standpipe)
0 gallons to 15,000 gallons
over 15,000 gallons

NIA
N/A

3.5100
4.2600

N/A
N/A

0 to 16,000 gallons
Over 16,000 gallons

NIA
NIA

N/A
N/A

5.0000
B.5000

1.5" Meter (All Classes, Except Standpipe)
0 gallons to 25,000 gallons
over 25,000 gallons

N/A
N/A

3.5100
4.2600

N/A
N/A

0 to 35,000 gallons
Over 35,000 gallons

N/A
N/A

N/A
N/A

6.0000
8.5000



Present
Company
Proposed

Staff
Recommended

Souther Sunrise Water Company, Inc.
Docket No. W-2045-4A-09-0413
Test Year Ended March 31, 2009

RATE DESIGN CSB-5
Page 2 of 4

r
\

Commodity Charge - Per Thousand Gallons Continued
4

2" Meter (All Classes, Except Standpipe)
0 gallons to 50,000 gallons
over 50,000 gallons

N/A
N/A

3.5100
4.2600

N/A
N/A

0 to 58,000 gallons
Over 58,000 gallons

N/A
N/A

N/A
N/A

6.0000
8.5000

3" Meter (All Classes, Except Standpipe)
0 gallons to 80,000 gallons
over 80,000 gallons

N/A
N/A

3.5100
4.2500

N/A
N/A

0 to 121 ,OOO gallons
Over 121 ,000 gallons

N/A
N/A

N/A
N/A

6.0000
8.5000

4" Meter (All Classes, Except Standpipe)
0 gallons to 160,000 gallons
over 160,000 gallons

N/A
N/A

3.5100
4.2600

N/A
N/A

0 to 192,000 gallons
Over 192,000 gallons

N/A
N/A

N/A
N/A

6.0000
8.5000

6" Meter (All Classes, Except Standpipe)
0 gallons to 250,000 gallons
over 250,000 gallons

N/A
N/A

3.5100
4.2600

N/A
N/A

0 to 390,000 gallons
Over 390,000 gallons

N/A
N/A

N/A
N/A

6.0000
8.5000

8" Meter (All Classes, Except Standpipe)
0 gallons to 500,000 gallons
over 500,000 gallons

N/A
N/A

3.5100
4.2600

N/A
N/A

0 to 625,000 gallons
Over 625,000 gallons

N/A
N/A

N/A
N/A

6.0000
8.5000

Standpipe
Per 1,000 gallons 3.9000 4.2500 8.5000

i



Present
Company
Proposed

Staff
Recommended

Southern Sunrise Water Company, Inc.
Docket No. W-20454A-09-041 3
Test Year Ended March 31. 2009

RATE DESIGN CSB-5
Page 3 of 4

$
$

$
$

$
$

$

$

25.00
35.00

[H]
35.00

NT
NT

5.00
NT

1_50%
1.50%
50.00

$
$
$
$
$

25.00
35.00

[al
35.00
45.00
30.00
15.00
15.00
1.50%
1.50%
50.00

$
$
$
$

Miscellaneous Charges
Establishment (Regular Hours) per Rule R14-2~403.D
Establishment (After Hours) per Rule R14-2-403.D
Re-Establishment of Service per Rule R14-2-403.D
Reconnection (Delinquent) per Rule R14-2-403.D
Reconnection (After Hours) per Rule R14-2-403.D
Meter Test (if correct) per Rule R14-2-408.F
Meter Reread per Rule R14-2-408.C (if correct)
NSF Check per Rule R14-2-409.F
Deferred Payment, Per Month per Rule R14-2-409.G
Late Charge
Service Calls - Per Hour/After Hours(e)
Deposit Requirements
Moving Meter at Customer Request
Damage to Meter
Main Extension Tariff

$ $ $
[b]
NT
NT

Cost

[b]
Cost
Cost
Cost

25.00
35.00

[3]
35.00
45.00
30.00
15.00

NT
1.50%
1.50%
50.00

[b]
Cost

[C]
[C]

.fr

[a] Minimum charge times number of full months off the system. per Rule R14-2403.D.
[b] Per ACC Rules R14-2~403,B Residential- two limes the average bill.

Commercial.. two and one-half times the average bill.
[C] The charges are not reflected in Staffs rate design as provisions for these costs are in the Commission Rules.

IN ADDITION TO THE COLLECTION oF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE oF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
TAX. PER COMMISSION RULE 14-2-409D(5).



Total
Present
Charge

Company
Proposed

Service Line .
Charge

Company
Proposed

Meter
Installation

Charge

Total
Company
Proposed
Charge*

Total
Present
Charge

Staff
Recommended

Service Line
Charge"

Staff
Recommended

Meter
Installation

Charge

Total
Staff

Recommended
Charge

Present
Company
Proposed

Staff
Recommended*

Souther Sunrise Water Company, Inc.
Docket No. W-20454A-09-0413
Test Year Ended March 31, 2009

RATE DESIGN CSB-5
Page 4 of 4

s
Service and Meter Installation Charges

5/8 X 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Indy I Turbine
2 Indy / Compound
3 Inch / Turbine
3 Indy / Compound
4 Inch /Turbine
4 Inch I Compound
6 Inch / Turbine
6 Inch / Compound
8 Inch 8= Larger

410.00
410.00
520.00
660.00

1,155.00
1,720.00
1,525.00
2,260.00
2,500.00
3,200.00
4,500.00
G,300.00
8,200.00

At Cost
AL Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost

At Cost
At Cost
At Cost
Al Cost
At Cost
A! Cost
At Cost
AI Cost
AL Cost
At Cost
At Cost
Al Cost
At Cost

At Cost
A\ Cost
Al Cost
A! Cost
At Cost
At Cost
At Cost
At Cost
At Cost
Al Cost
Al Cost
Ar Cost
At Cost

Plus actual road crossing costal

$ $1 ,765
$1 ,765
$1 ,765

5/8 x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Indl / Turbine
2 Inch / Compound
3 Inch / Turbine
3 Inch / Compound
4 Inch / Turbine
4 Inch / Compound
6 Inch / Turbine
6 Inch / Compound
8 Indy & Larger

410;00
410.00
520.00
650.00

1,155.00
1,720.00
1,625.00
2,260.00
2,500.00
3,200.00
4,500.00
6,300.00
8,200.00

At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
A( Cost
At Cost
At Cost
At Cost

$105
$180
$240
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
Al Cost
At Cost
At Cost
At Cost

$1 ,870
$1 ,945
$2,005
Al Cost
Al Cost
A! Cost
At Cost
At Cost
Al Cost
At Cost
AL Cost
Al Cost
Al Cost

K

'* To induce the actual cost incurred when road crossing is required.

Off-site Facilities Hook-up Fee
5/8 X 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
3 Inch
4 Inch
6 Inch or larger

NT
NT
NT
NT
NT
NT
NT
NT

$ 1 ,600
2,400
4,000
8.000

12,800
25,600
40,000
80,000

$0
$0
$0
$0
$0
$0
$0
$0

* Staff does not recommend approval of the hook-up fee.
NT = No Tariff



Southern Sunrise
Docket No. W-02465A-09-D411
Test Year Ended March 31, 2009

Schedule CSB-6

Typical Bill Analysis
General Service 5/8 x 3/4-Inch Meter

Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
IncreaseCompany Proposed

Average Usage 5,581 $ 42.60 $ 75.15 $ 32.55 76.41%

Median Usage 4,500 40,00 70.54 $ 30.54 76.35%

Staff Recommended

Average Usage 5,581 $ 42.60 $ 47.49 $ 4.89 11.48%

Median Usage 4,500 40.00 41.00 $ 1.00 2.50%

Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter

Gallons
Consumption

Company
Proposed

Rates
%

Increase

Staff
Recommended

Rates I
s

Present
Rates

31.00
33.00
35.00
37.00
39.00
40.00
41 .00
42.60
43.75
46.50
49.25
52.00
54.75
58.65
62,55
66.45
70.35
74.25
78. 15
82.05
85.95
89.85
93,75

113,25
132.75
152,25
171 .75
191 .25
210.75
308.25
405.75

$ 54.37
57.88
61.39
64.90
68.41
70.54
72.67
75.15
76.93
81.19
85.45
89.71
93,97
99.38

104.79
110.20
115.61
121.02
126.43
131.84
137.25
142.66
148.07
175.12
202.17
229.22
256.27
283.32
310.37
445.62
580.87

75.39%
75.39%
75.40%
75.41%
75.41%
76.35%
77.24%
76.41%
75.84%
74.60%
73.50%
72.52%
71.63%
69.45%
67.53%
65.84%
64.34%
62.99%
61.78%
60.68%
59.69%
58.78%
57.94%
54.63%
52.29%
50.56%
49.21%
48.14%
47.27%
44.56%
43. 16%

$ 20.00
24.00
28.00
32.00
38.00
41 .00
44.00
47.49
50.00
56.00
62.00
68.00
76.50
85.00
93,50

102.00
1 10.50
1 19.00
127.50
136.00
144.50
153.00
161 .50
204.00
246.50
289.00
331 .50
374.00
416.50
629.00
841 .50

%
Increase

-35.48%
-27.27%
-20.00%
-13.51%
-2.56%
2.50%
7.32%

11.48%
14.29%
20.43%
25.89%
30.77%
39.73%
44.93%
49.48%
53.50%
57.07%
60.27%
63. 15%
65.75%
68. 12%
70.28%
72.27%
80.13%
85.69%
89.82%
93.01%
95.56%
97.63%

104.06%
107.39%

1,000
2,000
3,000
4,000
4,500
5,000
5,581
6,000
7,o00
8,000
9,000

10,000
11 ,000
12,000
13,000
14,000
15,000
15,000
17,000
18,000
10,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000



Present
Company
Proposed

Staff
Recommended

Consolidation
Bella Vista. Norther Sunrise. Southern Sunrise
Docket No. W-02465A~09-0414
Test Year Ended March 31. 2009

RATE DESIGN Schedule CSB-7
Page 2 of 4

K

Commodity Charge - Per Thousand Gallons Continued

2" Meter (All Classes Except Standpipe)
0 gallons to 50,000 gallons
over 50,000 gallons

No Tariff
No Tariff

1 .7700
2.7700

N/A
N/A

First 50,000 gallons
Over 50,000 gallons

No Tariff
No Tariff

N/A
N/A

2.0000
3.1920

3" Meter (All Classes Except Standpipe)
0 gallons to 80,000 gallons
over 80,000 gallons

No Tariff
No Tariff

1.7700
2.7700

N/A
N/A

First 115,000 gallons
Over 115,000 gallons

No Tariff
No Tariff

N/A
N/A

2.0000
3.1920

4" Meter (All Classes Except Standpipe)
0 gallons to 350,000 gallons
over 350,000 gallons

No Tariff
No Tariff

1.7700
2.7700

N/A
N/A

First 188,000 gallons
Over 188,000 gallons

No Tariff
No Tariff

N/A
N/A

2.0000
3.1920

8" Meter (All Classes Except Standoipel
0 gallons to 450,000 gallons
over 450,000 gallons

No Tariff
No Tariff

1.7700
2.7700

N/A
N/A

First 394,000 gallons
Over 394,000 gallons

No Tariff
No Tariff

N/A
N/A

2.0000
3,1920

(B" Meter (All Classes Except Standoioel
0 gallons to 720,000 gallons
over 720,000 gallons

No Tariff
No Tariff

1 .7700
2.7700

N/A
N/A

First 542,000 gallons
Over 642,000 gallons

No Tariff
No Tariff

N/A
N/A

2.0000
3.1920

Standpipe (Hydrant/Bulk)
Per 1,000 gallons No Tarif f  $ 3.88 3.1920

N/A - Non applicable

r



Present
Company
Proposed

Staff
Recommended

Consolidation
Bella Vista, Northern Sunrise, Southern Sunrise
Docket No. W-02465A-09-0414
Test Year Ended March 31, 2009

RATE DESIGN Schedule CSB-7
Page 1 of 4

Monthly Minimum Charge

Meier Size (All Classes);
5/8 Inch x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
3 Inch
4 Inch
6 Inch
8 Inch

No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff

$ 17.92
32.26
42.56
71.68

129.02
143.36
179.20
985.60

1,576.96

$ 10.00
15.00
25.00
50.00
80.00

160.00
250,00
500.00
800.00

Fire Sprinklers - 4 Inch (See Notel)
Fire Sprinklers - 6 Inch (See Noter)
Fire Sprinklers - 8 Inch (See Notel)

No Tariff
No Tariff
No Tariff

15.00
19.71
31.54

N/A
NIA
NlA

Fire Sprinklers - 4 Inch
Fire Sprinklers - 6 Inch
Fire Sprinklers - 8 inch

No Tariff
No Tariff
No Tariff

N/A
N/A
N/A

Note 2
Note 2
Note 2

Note 1 - Proposed rates are 2% of monthly minimum for comparable sized meters, but not less than $15 per month.
Note 2 - Staff recommended rates are 2% of the equivalent monthly meter size or $10 whichever is greater for all meter sizes.
N/A - Non applicable

Commodity Charge Per Thousand Gallons

5/8" x 3/4" Meter and 3/4" Meter (Residential)
First 4,000 gallons
4.001 gallons to 10,000 gallons
Over 10,000 gallons

No Tariff
No Tariff
No Tariff

1 .9800
2.9800
3,8800

$ 1 .0000
2.0000
3.1920

5/B" x 3/4" Meter and 3/4" Meter (Commercial)
0 gallons to 4,000 gallons
Over 4,000 gallons

No Tariff
Ng Tariff

1 .7700
2.7700

N/A
N/A

First 10,000 gallons
Over 10,000 gallons

No Tariff
No Tariff

N/A
N/A

2.0000
3.1920

1" Meter (All Classes Except Standpioel
0 gallons to 10,000 gallons
Over 10,000 gallons

No Tariff
No Tariff

1 .7700
2.7700

N/A
NlA

First 10,000 gallons
Over 10,000 gallons

No Tariff
No Tariff

N1A
N/A

2.0000
3.1920

1.5" Meter (All Classes Except Standoioe)
0 gallons to 25,000 gallons
Over 25,000 gallons

No Tariff
No Tariff

1 .7700
2.7700

N/A
N/A

First 29,000 gallons
Over 29,000 gallons

No Tariff
No Tariff

N/A
N/A

2.0000
3.1920

N/A - Non applicable



Present
Company
Proposed

Staff
Recommended

Consolidation
Bella Vista, Northern Sunrise, Southern Sunrise
Docket No. W-02465A-09-0414
Test Year Ended March 31. 2009

RATE DESIGN Schedule CSB-7
Page 3 of 4

$
$

30.00
45.00

$
$

30.00
45.00

[al tal
$
$
5
$
$

$
$
$
$

$

30.00
45,00
3000
15.00
15.00
150%

$

Miscellaneous Charges
EstablishMent (Regular Hours) per Rule R14-2-403D
Establishment (After Hours) per Rule R14-2-403D
Re-Establishment of Service per Rule R14-2-403D
Recorinection (Delinquent) per Rule R14-2-4030
Reconnection (After Hours) per Rule R14-2-403D
Meter Test (if correct) per Rule R14-2-408F
Meter Reread per Rule R14-2-408C (if correct)
NSF Check per Rule R14-2-409F
Deferred Payment, Per Month
Late Charge
Late Charge
Service Calls - Per Hour/After Hours(e)
Service Calls - Flat Rate /After Hours(e)

Deposit Requirements
Moving Meter at Customer Request

No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff

30.00
45.00
30,00
1500
15.00
1 .50%

[b]
N/A

50.00
N/A
[c]

Cost

$

N/A
1.5% Id]

N/A
50.00

[c]
Cos!

[a] Minimum charge times number of full months off the system. per Rule R14-2-403(D).
[b] Greater of $5.00 or 1.5% of unpaid balance.
[c] Per ACC Rules R14-2-403(B)Residential- two times the average bill.

Commercial - two and one-half times the average bill.
[d] 1.5% of unpaid balance.
[e] Commission Rules provide for recovery of damage to meter

IN ADDITION To THE COLLECTION OF REGULAR RATES, THE UTILITY WILL COLLECT FROM
ITS CUSTOMERS A PROPORTIONATE SHARE oF ANY PRIVILEGE, SALES, USE, AND FRANCHISE
TM PER COMMISSION RULE 14-2-409D(5).



Total
Present
Charge

Company
Proposed

Service Line
Charge

Company
Proposed

Meter
Installation

Charge

Total
Company
Proposed
Charge*

Total
Present
Charge

Staff
Recommended
Service Line

Charge

Staff
Recommended

Meter
. Installation

Charge

Total
Staff

Recommended
Charge

Present
Company
Proposed

Staff
Recommended*

Consolidation
Bella Vista, Northern Sunrise, Souther Sunrise
Docket No. W-02465A-09-0414
Test Year Ended March 31, 2009

RATE DESIGN Schedule CSB-7
Page 4 of 4

/
Service and Meter Installation Charges

5/8 X 3/4 inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch / Turbine
2 Inch / Compound
3 Inch / Turbine
3 Inch / Compound
4 Inch / Turbine
4 Inch / Compound
6 Inch / Turbine
6 Inch / Compound
8 Inch & Larger

No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff

At Cost
At Cost
Al Cost
At Cost
AI Cost
Al Cost
AI Cost
Al Cost
At Cost
At Cost
At Cost
Al Cost
At Cost

Al Cost
Al Cost
Al Cost
Ax Cost
AL Cost
Al Cost
At Cost
Al Cost
As Cost
AI Cost
At Cost
Al Cost
AI Cost

At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
Al Cost
AI Cost
Al Cost
Al Cost
At Cost

* Plus actual road crossing costs.

$1,765
$1,765
$1,765

$105
$180
$240

$1,870
$1,945
$2,005

5/8 X 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch / Turbine
2 Inch / Compound
3 Inch / Turbine
3 Inch / Compound
4 Inch / Turbine
4 Inch / Compound
6 Inch / Turbine
6 Inch / Compound
8 Inch & Larger

No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff

Al Cost
A: Cost
At Cost
At Cost
At Cost
AI Cost
Al Cost
At Cost
At Cost
Al Cost

Al Cost
Al Cost
Al Cost
At Cost
At Cost
At Cost
At Cost
A( Cost
At Cost
At Cost

Al Cost
At Cost
At Cost
At Cost
At Cost
At Cost
At Cost
Ar Cost
At Cost
At Cost

E

Off-site Facilities Hook-up Fee
5/8 x 3/4 Inch
3/4 Inch
1 Inch
1 1/2 Inch
2 Inch
3 inch
4 Inch
6 inch or larger

No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff
No Tariff

$ 1 ,600
2,400
4,000
8,000

12,800
25,600
40,000
80,000

$0
$0
$0

$0
$0
$0

$0
$0

r

* Staff does not recommend approval of the hook-up fee.

i



Consolidation (Bella Vista)
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Schedule CSB-8
Page 1 of 3

Typical Bill Analysis - Consolidation (Bella Vista )
General Service 5/8 x 3/4-Inch Meter

Company Proposed Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

Average Usage 6.612 $ 22.90 $ 33.62 $ 10,73 46.85%

Median Usage 4,500 19.37 2733 $ 7.97 41.13%

Staff Recommended

Average Usage 6.612 $ 22,90 $ 19.22 $ (3,137) -16_04%

Median Usage 4,500 19.37 15.00 $ (4.37) -22.54%

Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4»lnch Meter

Gallons
Consumption

%
Increase

$ $

%
Increase I

-33.33%
-31.12%
-29.16%
-27.41%
-25.85%
-22.54%
-19.40%
-17.20%
-16.04%
-15.38%
-13.79%
-12.44%
-11 .26%

-6.41 %
-2.10%
1.73%
5. 18%
8.28%

11.10%
13.67%
16.02%
18.18%
20.17%
28.15%
28.90%
29.42%
29.81%
30.11%
30.35%
31.06%
31 .41 %

1.000
2.000
3.000
4.000
4.500
5,000
6,000
6,612
7.000
8,000
9.000

10,000
11,000
12,000
13,000
14,000
15,000
16,000
17,000
18,000
19.000
20.000
25,000
30,000
35,000
40,000
45.000
50,000
75.000

t00,000

Present
Rates

$ 15.00
15.97
16.94
17.91
18.88
19.37
19.85
21.74
22.90
23.63
25.52
27.41
29.30
31 . 19
33.08
34.97
36.86
38.75
40.64
42.53
44.42
46.31
48.20
57.65
69.70
81.75
93.80

105.85
117.90
178.15
238.40

Company
Proposed

Rates
17.92
19.90
21 .88
23.86
25.84
27.33
28.82
31 .80
33.62
34.78
37.76
40.74
43.72
47.60
51 .48
55.36
59.24
63. 12
67.00
70.88
74.76
78.64
82.52

101.92
121.32
140.72
160. 12
179.52
198.92
295.92
392.92

19.47%
24.61%
29. 16%
33.22%
36.86%
41 - 13%
45. 19%
46.27%
46.85%
47. 19%
47.96%
48.63%
49.22%
52.61%
55.82%
58.31%
60.72%
62.89%
64.86%
66.66%
68.30%
69.81%
71.20%
76.79%
74.06%
72. 13%
70.70%
69.60%
68.72%
66. 11 %
64.82%

Staff
Recommended

Rates
10.00
11.00
12.00
13.00
14.00
15.00
16.00
18.00
19.22
20.00
22.00
24.00
26.00
29. 19
32.38
35.58
38.77
41 .96
45. 15
48.34
51.54
54.73
57.92
73.88
89.84

105.80
121 .76
137.72
153.68
233.48
313.28 1



Consolidation (Northern Sunrise)
Docket No. W-02465A-09~0411
Test Year Ended March 31. 2009

Schedule CSB-8
Page 2 of 3

Typical Bill Analysis - Consolidation (Northern Sunrise)
General Service 5/8 x 3/4-Inch Meter

Company PI'OPOS€( Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

5.755 $ 43.08 $ 31.07 $ (12.01) -27.87%Average Usage

Median Usage 4,500 40.00 27.33 $ (12.67) -3158%

Staff Recommended

Average Usage 5,755 $ 43.08 $ 17.51 35 (25.57) -59.35%

Median Usage 4,500 40.00 15.00 $ (2500) -62.50%

Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter

Gallons
Consumption

Company
Proposed

Rates
$ $

1,000
2,000
3,000
4,000
4,500
5,000
5,755
6,000
7,000
8,000
9.000

10,000
11 ,000
12,000
13,000
14,000
15,000
16,000
17,000
18,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000

Present
Rates

31 .00
33.00
35.00
37.00
39.00
40.00
41 .00
43.08
43.75
46.50
49.25
52.00
54.75
58.65
62.55
66.45
70.35
74.25
78. 15
82.05
85.95
89.85
93.75

1 13.25
132.75
152.25
171 .75
191 .25
210.75
308.25
405.75

17.92
19.90
21 .88
23,86
25.84
27.33
28.82
31.07
31 .80
34.78
37.76
40.74
43.72
47.60
51 .48
55.36
59.24
63.12
67.00
70.88
74.76
78.64
82.52

101.92
121.32
140.72
160.12
179.52
198.92
295.92
392.92

%
Increase

42.19%
-39.70%
-37.49%
_35.51%
-33.74%
-31 .68%
-29.71%
_27.87%
-27.31%
-25.20%
-23.33%
-21 .65%
-20.15%
-18.84%
-17.70%
_16.69%
-1 579%
_14.99%
-14.27%
_13.61%
-13.02%
-12.48%
-11 .98%
-10.00%
-8.61%
-7.57%
-6.77%
-6.13%
-5.61%
-4.00%
-3.16%

Staff
Recommermde %

Rates Increase |
33 10.0o -57.74%

11.00 -66.67%
12.00 -65.71 %
13.00 -64.86%
14.o0 -B4. 10%
1500 -62.50%
16.00 -50.98%
17.51 -59.35%
18.00 -58.86%
20.00 -56.99%
22.00 -55.33%
24.00 -53.85%
26.00 -52.51 %
29.19 -50.23%
32,38 -48.23%
35,58 -46.46%
38.77 -44.89%
41 .96 -43.49%
45. 15 -42.22%
48.34 -41 .08%
51.54 -40.04%
54.73 -39.09%
57.92 -38.22%
73,88 -34.76%
89.84 -32.32%

105.80 -30.51%
121.76 -29.11%
137.72 -27.99%
153.68 -27.08%
233.48 -24.26%
313.28 -22.70%



Consolidated (Southern Sunrise)
Docket No. W-02465A-09-0411
Test Year Ended March 31, 2009

Schedule CSB-8
Page 3 of 3

Typical Bill Analysis - Consolidated (Southern Sunrise)
General Service 5/8 x 3/4-Inch Meter

Company Proposer Gallons
Present
Rates

Proposed
Rates

Dollar
Increase

Percent
Increase

Average Usage 5,581 $ 42.60 $ 30.55 $ (12.05) -28.28%

Median Usage 4,500 40.00 27.33 $ (12.67) -31 .68%

Staff Recommended

Average Usage 5,581 $ 42.60 $ 17_16 $ (25.44) -59.71%

Median Usage 4,500 40.00 15.00 $ (25.00) -62.50%

Present 8¢ Proposed Rates (Without Taxes)
General Service 5/8 x 3/4-Inch Meter

Gallons
Consumption I

$ s $
1,000
2,o00
3,000
4,000
4,500
5,000
5,581
6,000
7,000
8,000
9,000

10,000
11 ,000
12,000
13,000
14,000
15,000
16,000
17,000
18,000
19,000
20,000
25,000
30,000
35,000
40,000
45,000
50,000
75,000

100,000

I

Present
Rates

31 .00
33.00
35.00
37.00
39.00
40.00
41 .00
42.60
43.75
46.50
49.25
52.00
54.75
58.65
62.55
66.45
70.35
74.25
78. 15
82.05
85.95
89.85
93.75

113.25
132.75
152.25
171 .75
191 .25
210.75
308.25
405.75

Company
Proposed

Rates
17.92
19.90
21 .88
23.86
25.84
27.33
28.82
30.55
31 .80
34.78
37.76
40.74
43.72
47.60
51 .48
55.36
59.24
63. 12
67.00
70.88
74.76
78.64
82.52

101 .92
121 .32
140.72
160. 12
179.52
198.92
295.92
392.92

%
Increase

-42. 19%
-39.70%
-37.49%
-35.51 %
-33.74%
-31 .68%
_29.71%
-28.28%
_27.31 %
-25.20%
-23.33%
-21 .65%
-20. 15%
_18.84%
-17.70%
-16.69%
-15.79%
_14.99%
-14.27%
-13.61 %
_13.02%
-12.48%
-11 .98%
-10.00%
-8.61 %
-7.57%
-6.77%
-6. 13%
-5.61 %
-4.00%
-3. 16%

Staff
Recommended

Rates
10.00
11.00
12.00
13.00
14.00
15.00
16.00
17. 16
18.00
20.00
22.00
24.00
26.00
29.19
32.38
35.58
38.77
41 .96
45.15
48.34
51.54
54.73
57.92
73.88
89.84

105,80
121.76
137.72
153.68
233.48
313.28

%
Increase

-67.74%
-66.67%
-65.71%
-64.86%
-64.10%
-62.50%
-60.98%
-59.71%
-58.86%
-56.99%
-55.33%
-53.85%
-52.51 %
-50.23%
-48.23%
_46.46°/0
-44.89%
-43.49%
-42.22%
-41 .08%
-40.04%
-39.09%
-38.22%
-34.76%
-32.32%
_30.51 %
-29.1 1%
-27.99%
-27.08%
-24.26%
-22.79%



Schedule Year Acct No. Description Amount
B-2, P 3.1 2001 331 Trans & Distribution Mains $1,683,517
B-2, P 3_2 2002 311 PumpingElectric

Equlpment
3 71,076

B-2, P 3.3 2003 311 PumpingElectric
Equlpment

8 105,990

B-2, P 3.4 2004 333 Services $ 100,089
B-2, P 3.5 2005 3344 Meters $ 151,792

B-2, P 3.6 2006 331 Trans BL Distribution Mains $1,106,649
B-2, P 3.7 2007 345 Power Operated Equipment as 35,160
B-2, P 3.8 2008 346 Communications

Equlpment
8 41,046

B-2, P 3.8 2008 346 Communications
Equlpment

S 130,902

B-2, P 3.9 2009 341 Transportation Equlpment 8 13,609
Total $3,439,830

llllll _IIIII l l

EXHIBIT

BELLA VISTA WATER COMPANY
DGCKET NG. w-0z465A-09-0411

RESPONSE TO STAFF'S FIRST SET OF DATA REQUESTS

November 23, 2009

Response provided by: Gerald Tremblay

Title: Director of Finance

Company Name: Algonquin Power Income Fund

Address : 2845 Bristol Circle
Oakville, Ontario Canada L6H 7H7

Company Response Number: CSB 1-6

Q. Invoices for Plant Additions - For each plant addition listed below, please provide
all invoices and all other supporting documentation. As part of your response,
please provide a list for each plant addition showing the amount from each
supporting invoice that is included in the plant addition's total.

6



OBJECTION: An audit typically involves a selected sampling. StafPs request that
Bella Vista provide backup for nearly $3.5 million worth of plant is overly broad and
unduly burdensome leading to increased rate case expense. Nevertheless, the
Company will produce reasonable supporting documentation on the plant amounts
indicated.

Please note that legal invoices are not being provided because they contain
information that is subject to the attorney-client privilege. However, Staff may
arrange to review an unreacted statement of those legal fees by contacting the
Company's legal counsel, attn: Whitney Birk at 602-916-5720. The proposed manner
of review of legal invoices is the same as used by Staff and Fennemore Craig in other
pending rate cases, including Black Mountain Service Corporation, Docket No. SW-
0236lA-08-0609, and Litchfield Park Service Company, Docket Nos. SW-01428A-09-
0103 and W-01427A-09-0104. The Company reserves, and in no way intends to
waive the attorney-client privilege with respect to the production al' these documents,
which are being made available for review to allow Staff to verify amounts incurred
by the Company on matters that may be included in rate case expense or the
Company's operating expenses.

RESPONSE: Without waiving its objection, Bella Vista refers Staff to the attached
documents. Please note that there isn't any back up for B-2, p. 3.2, account 311. The
Company was unable to locate records for the year 2002 during which time Johnny
McLain owned and operated the system.

7
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Bella Vista Water Company
Test Year Ended March 31, 2009

Adjustments to Revenues and Expenses
Adjustment Number 1

Exhibit
Schedule C-2
Page 2
Witness: Bourassa

Depreciation Expense
Adjusted

O r i g i n a l
Cost

Proposed
Rates

Depreciation
Expense

327,399
1,312,1 16 43,693

1,132,179 37,702

2,4B7,503
109,639

310,938
3.651

2,343,634 52,029

12,698,084
1 ,399,781
1 ,491,209

892,445

252.962
46,513

124,218
17,849

4,639
13,535

69,551
202,929
161 ,264
295,224 59,045

124,683 6,234

31,548
435,668
110,348

1,577
43,567
11,035

Acct.

M L
301
302
303
304
305
306
307
308
309
310
311
320

320. 1
320.2
330

330. 1
330.2
331
333
334
335
336
339
340

340. 1
341
342
343
344
345
346
347
348

Deserlpt ion
Organization Cost
Franchise Cost
Land and Land Rights
Structures and Improvements
Collecting and impounding Res.
Lake River and Other Intakes
Wells and Springs
Infiltration Galleries and Tunnels
Supply Mains
Power Generation Equipment
Electric Pumping Equipment
Water Treatment Equipment
Water Treatment Plant
Chemical Solution Feeders
Dist. Reservoirs & Standpipe
Storage tanks
Pressure Tanks
Trans, and Dist, Mains
Services
Meters
Hydrants
Backflow Prevention Devices
Other Plant and Misc. Equip.
Office Furniture and Fixtures
Computers and Software
Transportation Equipment
Stores Equipment
Tools and Work Equipment
Laboratory Equipment
Power Operated Equipment
Communications Equipment
Miscellaneous Equipment
Other Tangible Plant

0.00%
0.00%
0.00%
3.33%
2.50%
2.50%
3.33%
6.67%
2 .00%
5.00%

12.50%
3.33%
3.33%

20.00%
2.22%
2.22%
5.00%
2.00%
3.33%
8.33%
2.00%
5.67%
6.67%
6.87%

20.00%
20.00%
4.00%
5.00%

10. 00%
5.00%

10.00%
10.00%
10.00%

TOTALS $ 25,625,206 $ 1,030,286

Less: Amortization of Contributions $ 496,445 4.2001 % $ (20,851)

$ 1,009,435Total Depreciation Expense

Test Year Depreciation Expense 551,120

Line

M L
1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
28
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50 Increase (decrease) in Depreciation Expense 458.315

Adjustment to Revenues and/or Expenses $ 458.315
51
52

53
54
55
56

SUPPORTING SCHEDULE
B-2, page 3
B-2, page 6.4

* Fully Depreciated



UNIFORM SYSTEM OF ACCOUNTS
FOR CLASS A

WATER UTILITIES
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R E G U L A T O R Y  U T I L I T Y  C Q M M I S S I O N E R S

1201 Constitution Avenue, N.W., Suit€ 1102
Post Office Box 684

Washington, DC 20044-0684
Telephone No. (202) 898-2200
Facsimile No. (202) 898-2213

Price: $25.00
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DEFINITIONS

i n
32 1 "Reuse" means the deliberate application of reclaimed water,

compliance with Federal and State environmental rules
regulations, for a beneficial purpose .

and

33 "Salvage value" means the amount received for property retired,
any expenses incurred in connection with the sale or
the property for sale, or, if retained, the amount at which the
material recoverable is chargeable to materials and supplies, or
other appropriate account.

less
in preparing

34 . "Service life" means the time between the date utility plant is
includible in utility plant in service, or utility plant leased to
others, and the date of its retirement. If depreciation is
accounted for on a production basis rather than on a time basis,
then service life should be measured in terms of the appropriate
unit of production.

35 "Service value" means the difference between the original cost; and
net salvage value of utility plant. 3

36. "Straight-line remaining life method", as applied to depreciation
accounting, means the plan under which the service value of property
is charged to operating expenses (and to clearing accounts if used 1
and credited to the accumulated depreciation account through equal
annum charges during its service life. "Remaining life" implies
that tin ates of future life and salvage will be reexamined
periodically and that depreciation rates will be corrected to
reflect any changes in these estimates.

4
37 . as applied to depreciation accounting means

the plan under which the service value of property is charged to
operating expenses

" Straight .- line method"

(and to clearing accounts if used) , and credited
to the accumulated depreciation account through equal annual charges

. Estimates of the service life and salvage
will be reexamined periodically and depreciation rates will be
corrected to reflect: aNy changes in these estimates .

during its service life

38 u
purpose of which is to convey water from one unit

39

40;

"Supply main" means any main, pipe, aqueduct or canal the primary
to another unit in

the source of supply, water treatment or pumping plant and generally
providing no service connections with customers.

"Transmission and distribution main"

pressure boosting, from a unit in
of supply, water treatment or pumping plant and generally

as used NereiN-and when not otherwise indicated in the
means any public utility to which this system of accounts

means any main the primary
purpose of which is to convey water, requiring no further processing
except incidental chlorination or
the source
providing no service connection with customers.

"Utility",
context,
is applicable.

13



4 A

Accom4°T1nG 1nsTRuc°;i°1ons

.2

.3

.4

.5

Intangible plant
Source of supply and pumping plant
Water treatment plant
Transmission and distribution plant
General Plant

33 » QD&I3t1nq-1Hcom€.'.D€pr§ci&tioH_ExD&Ds€

A. Depreciation charges shall be computed using either the
straight-line remaining life method (See definition 36) or the
straight-line method (See definition 37) , according to which method
has been approved by the Commission. Composite depreciation rates
(See definition 8) may be used with prior Commission approval.
When at all possible, separate depreciation charges shall be
computed for both contributed plant and for plant generating
investment tax credits including progress payment investment tax
credits.

B. When the straight-line remaining life method is used, the
rates shall be reviewed periodically and adjusted as required, so
that the depreciation accrual will bear a reasonable relationship
to the remaining life, the estimated net future salvage, cost of
plant in service and to the balance of accumulated depreciation
accrued in prior periods.

c. When the straight-line method is used, the rates shall be
reviewed periodically and adjusted as required, so that the
depreciation accrual will bear a reasonable relationship to the
service life, the estimated net salvage, and the cost of plant in
service.

D. Amortization of contributions in aid of construction (CIAC) 1
if recognized by the Commission, shall be credited to account 403
Depreciation Expense. The concurrent debit is to account 272
Accumulated Amortization of CIAC. The resulting balance in the
depreciation expense account will be net of CIAC amortization.
CIAC shall be amortized over a period equal to the estimated
service life of the related contributed asset. A group composite
or overall composite rate, which ever is applicable, may be used
for CIAC that can not be directly related to a particular plant
asset.

r'
r

34 , Operating Income - Income Taxes

A v Current income tax provision:

(1) The utility shall initially debit account 409 - Income,
Taxes, and credit account 236 - Accrued Taxes, to record
its estimated current income tax liability. As the exact
amounts of taxes become' known, the current tax* accruals
shall be adjusted by debits or credits to these accounts
unless such adjustments are properly includible in

36
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Arizona Administrative Code

Corporation Commission - Fixed Utilities

Title 14, Ch. 2

EXHIBIT
4.

b.
3 -

5.
4.

6.
5.

D. re-establishments reconnection
B.

2.
2.

Deposits `
Terminations of service
Billing and collection

d. Complairxthandling. 1
Each utility upon written request al a cusza ,
transmit a concise statement of actual consumption by
such customer for each billing period during the prior 12
months unless such data is not reasonably ascertainable.
Each utiiify shall inform all new customers of their rights
to obtain the information specified above.

Information required due to changes in tariffs
1. Each utility shall transmit to affected customers by the

most economic means available a concise summary of
any change in the utility's tariffs affecting those custom-
ers.
This information shall be transmitted to the affected cus-
tomer within 60 days of the effective date of the change.

3.

Customer is known to be in violation of the utility's tar-
if fs f iled with the Commission or of the Commission's
rules and regulations.
Failure of the customer to furnish such funds, service,
equipment, ardor rights-of-way necessary to serve the
customer and which have been specified by the utility as
a condition for providing service. .
Applicant falsif ies his or her identity for the purpose of
obtaining service.

Service establishments. or
charge
1. A utility may make a charge as approved by the Commis-

sion for the establishment. reestablishment. or reconnec-
tion of utility services.
Should service be established during a period other than
regular working hours at the customer's request, the cus-
tomer may be required to pay an after-hour charge for the
service connection. Where the utility scheduling Wil] not
permit service establishment on the same day requested,
the customer can elect to pay the after»hour charge for
establishment that day.
For the purpose of this rule, service establishments are
where the customer's facilities are ready and acceptable
to the utility and the utility needs only to install a meter,
read a meter, or turn die service on.

E.
2.

2.
3.

3.

4. 4.

Temporary service
1. Applicants for temporary service may be required to pay

the utility, in advance of service establishment, the esti-
mated cost of installing and removing the facilities neces-
sary for furnishing the desired service.
W here die duration of  service is to be less than one
month, the applicant may also be required to advance a
sum of money equal to the estimated bill for service.
Where the duration of service is to exceed one month, the
applicant may also be required to meet the deposit
requirements of the utility.
If at any time during the term of the agreement for service
the charac ter  of  a* temporary customer's operations
changes so that in the opinion of the utility the customer
is classified as permanent, the terms of the utility's main
extension rules shall apply. 5.

6.

B.

2.

2.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2). Amended

subsections (B) and (D) eftecdve September 28, 1982
(Supp. 82-5). Amended to correct subsection numbering

(Supp. 99-4).

R14-2-404. Minimum customer information requirements
A. Information for residential customers

1. Each utility shall make available upon customer request
not later than 60 days from the date of request a concise
summary of the rate schedule applied for by such cus-
tomer. The surimiary shall include the following:
a Mondily minimum or customer charge, identifying

the amount of the charge and the specific amount of
usage included in the minimum charge, where appli-
cabie.

b. Rate blocks, where applicable.
Any adjustment factor(s) and method of calculation.

The utility shall to the extent practical identify the tariff
most advantageous to the customer and notify the cus-
tomer of such prior to service commencement.
In addition, a utility shall make available upon customer
request not later than 60 days from the date of request a
copy of the Commission's mies and regulations govern-
ing:

3.

Historical Note
Adopted effective March 2, 1982 (Supp. 82-2).

Rl4~2-405. Service connections and establishments
A. Priority and timing of service establishments

1. After an applicant has complied with the utility's applica-
tion and deposit requirements and has been accepted for
service by the utility, the utility shall schedule that cus-
tomer for service connection and/or establishment.
Service establishments shall be scheduled for completion
within f ive working days of  the date the customer has
been accepted for service, except in those instances when
the customer requests service establishment beyond the
five worldng day limitation.
W hen the utility has made arrangements to meet with a
customer for Service establishment purposes and the util-
ity or the customer cannot make the appointment during
the prearranged time, the utility shall reschedule the ser-
vice establishment to the satisfaction of both parties.
Each utility shall schedule service establishment appoint-
ments within a maximum range of four hours during nor-
mal working hours ,  unless  anodier  t ime- f rame is
mutually acceptable to the utility and die customer.
Service establishments shall be made only by qualif ied
utility service personnel.
For the purposes of this rule, service establishments are
where the customer's facilities are ready and acceptable
to the utility and the utility needs only to install or read a
meter or tum Me service on.

Service lines
l . An applicant for service shall be responsible for the cost

of installing all customer piping up to the meter.
An applicant for service shall pay to the uti l i ty. as a
refundable advance in aid of construction the sum as set
forth in the utility's tariff for each size service and meter.
Except where the refundable advaneesiitaidof construc-
tion for meters and service lines have been included in
refundable advances in aid of construction for line exten-
sions and thus are refundable pursuant to main extension
contracts approved by the Commission, each advance in
aid of  construction for a service line or meter shall be
repaid by the utility by an annual credit of  1/10 of  the
amount received, said credit to be applied upon the water
bill rendered in November of each year until fully paid,
for each service and meter for which the advance was
made, and said credit to commence the month of Novem~
Ber for all such advances received during the preceding
calendar year.

June 30. 2004 Page SO Supp. 04-2
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Rate Case and Audit Manual Prepared by NARUC Staff
Subcommittee on Accounting and Finance (2003)

Contrihiitions-in~Aid of Construction/Customer Advances
Contributions-in-Aid of Construction (CIAC) and Customer Advances reduce the rate base as a
source of non-investor supplied capital. CIAC and Customer Advances are payments made by
customers generally to fund plant additions for new or expanded service. CIAC are generally
non-refundable, whereas Customer Advances often have a provision allowing for refunds under
specified circumstances. For certain of the utility industries (e.g., water and wastewater), it is
common for the CIAC and Customer Advances to be contained in its own rate base account,
whereas for other industries (e.g., electric and gas) it is common for these items to be netted
against the plant costs associated with their payment. FOr telecommunications utilities, CIAC
and Customer Advances are generally not an issue. Therefore, the auditor should be familiar with
the accounting policy for the utility involved.

J

Additionally, the auditor should be familiar with the utility's line extension policy and any other
tariffs that relate to the CIAC and Customer Advances and the level to which the utility may still
have an obligation to refund these amounts. Furthermore, the auditor should determine whether
any taxes or amortization expenses are associated with either the CIAC or Customer Advances,
such as whether any of the funds are considered to be taxable income, or whether any of the
funds include a gross-up for taxes.

Materials and Supplies and Purchasing Practices
The auditor should look for ways to determine the reasonableness of the materials and supplies
(inventories) balance. For instance, one might ask for the utility's policy on spare parts
inventory, and its ability to obtain materials and supplies on short notice. One might also ask
about the purchasing practices of the utility, to determine whether it is using reasonable care in
keeping its material and supply costs low. Additionally, the auditor may wish to look for
anomalies in the month end balance during the period, to see if there is a need to normalize the
balance included in rate base.

For utilities with fuel stocks (such as electric utility coal piles or natural gas storage), one may
want to ask about balances and policies on determining the most efficient and effective inventory
levels. For example, is it generally the policy to keep a certain number of days of coal stock on
hand, with a review of that level if a stnll<e is pending? is the amount of natural gas stored
dependent upon the price of that naturalgas? . ,

Accumulated Deferred Income Taxes
Accumulated Deferred income Taxes are also treated as a reduction to rate base. See Income
Taxes discussion below.

,ulatory Assets and Gther Deferrals
The auditor should become familiar with the specific items in this account, including the nature
of the entries, the dollar amounts, the reason for the deferrals, and whether or not regulatory
approval has been obtained (or is needed) for the deferrals. in looking at the nature of the

22



Invoice Number:
10406
Date:
Monday, July 28, 2008

Description Amount

For our services under the Structural Alternative review pursuant to our
Engagement Letter dated December 18th, 2007

$ 5,000.00Ger @ 5°/o

Out~of-pocket Expenses (see attached Schedule A)

198.86$GST @ 5°/o

100,000.00$

3,977.22

103,977.22$

5,198.86$

109,176.08$

• a

»

a

o

a Genuity Invoice

Genui ty capi ta l  Markets

Scotia Plaza, Suite 4900
40 King Street w. pa Box 1007
Toronto, Ontario M5H 3Y2
T: 416.603.6000, F: 416.603.3099

Issued To: Account Number
APF1000

88
8

A B 8?
w \ ¥»¢

2.

\
>

Algonquin Power Income Fund
2845 Bristol Circle
Oakville, Ontario
L6H7H7

Attention: Chris K. Jarratt. Chief Executive Officer and Director

subtotal

GST Number: 849174347RT0001 GST @ 5%

Please forward payment to: Total
Q

4
Genuity Capital Markets
Attention: Finance Dent.
Scotia Plaza, Suite 4900
40 King Street W. PO Box 1007
Toronto, Ontario M5H 3Y2 1.-Q/\

I (0661 13\6/H" f/0""3 Q6 `*'\

ii?

1c w 00@Q,'\%,T5 o.@@@Q_l
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. _ r

4
6,500.00

3

4,500.00

196.06

$11,196.06
$550.00

.We Er

O//0 48US Infrastructure Brand Project Q _w
t:w4'i»r¢ " *  4

3 "D

l »-5'/£i»'z.3 ?3 /49
are ham

f f
" ,f

Discovery

Meet with key members of Algonquin Power s rn'ff3§'tFU"6

Review Algonquin Power background materials

Review current US infrastructure holdings

Review of competitive landscape

us media scan .2

Investigate third»party analysis of infrastructure investment opportunities in the US

Creative

Develop brand story, positioning and messaging options (3)

Presentation of recommendations

Develop presentation of internal consultation on recommendations

.-.

Expenses

Printing of creative concepts package (attached)

GST#898596150 RT0001

SUBTOTAL
GST on fees only (5%)

TOTAL $11,746.06

UW. K
i f 5

gr /pilot w\vw.piio1pmr.com .\vww.mcdi:\fi¢n< .com

INVOICE: 311-101

To:
September 5, 2008

Algonquin Power Group of Companies
2845 Bristol Circle
Oakville, on
L8H 7H7

P ia.2..»&;l'4'E;8 Vr'8§¥*lE)0?% it)

Attention: Ian Robertson
..;¢m/"8' WILWML

$®M98MY GIL GGB8

WE

4 cx7(c.("//C85
§;*'¢2L</' I4' , /

C/'/770 250 The Esplanade

(krurqrard Suite l0?.'l.ln: Mill

'linromr». ()N M SA UP

ts: 41 ra.46iZ.01v9 flax: 414462. I pa I
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34 GrantThornton

October 31, 2008

Mr. David Bronicheski
Chief Financial Officer
Algonquin Power Income Fund
2845 Bristol Circle
Oakville on
L6H7H7

Remit To: Grant Thornton LLP
350 Bumhamthorpe Road West
Suite 401
Mississauga, ON L5B 3J1

BN 12194 0282 RT0001

CLIENT #50000

TO PROFESSIONAL SERVICES INVOICE # 223526

Review of September 30, 2008 quarterly Canadian and US tax provisions. $8,110.00

Administration Fees 3.5% 283.85

GST
$8,393.85

419.69

$8,813.54

SS

8285. 5* 15 .  : i .

='" 3. "S i » "
s v1/l¢a. s \ ».51?

8lIIInq Address
Royal Bank Plaza

200 Bay so. box 55
19th Floor South Tower
Toronto ON MSJ 2P9
T 416~36G~0100

F 416-aeo~4s4e
E Tofonto@GrantThornlon.ca
w www.GrantThomton.ca

Make payment(s) payable to Grant Thornton LLP

Audll Tax Advlaory
Grail Thornton LLP. A Canadian Mamhar of Gran! Thomson lncomatiunal Ltd Al accounts oxllaloMing over 30 days wit be charged Interest al (ha rate al 1 vs. per rnonlh (18% per annum) wlltl pnki
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Mr. David Bronicheski
Chief Financial Officer
Algonquin Power Income Fund
2845 Bristol Circle
Oakville ON
L6H 7H7

TO PROFESSIONAL SERVICES

Administration Fees3.5%

October 31, 2008

Review of September so, 2008 quarterly Canadian and us tax provisions.

Grar\tThornton
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CLIENT #50000

INVOICE #223526

Remit To: Grant Thornton LLP
350 Bumhamthorpe Road West
Suite 401
Mississauga. on L5B 3J1

BN 12194 0282 RT0001

;')Q,-§D
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$8,393.85
419.69

$8,813.54

$8,110.00
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Bllllna Address
Royal Hank Plaza

200 Bay St, Box 55
19th Floor South Tower
Toronto ON M5J 2¥'9

T 416-386-0100

F 418880-4949
E Tofonto@Grar\tThorr1ton.ca
w www.Gran\Thornton.ca

Makep8yment(s) payable to Grant Thornton LLP

Audit Tax Advisory
Gran! Thou rm Lu> A Canadian Msnizsr al Gust Thomson lnletnaliamxl Lid Al accounts ouWandlug over 30 <lays van be ciuargw Interest ax the rate al 1 I/2% per rennin 415% pa: annum) until pad,
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T02
Algonquin P<:werTrust
2845 Bristol Circle,
Oakvtpe Ontario
L6H 7H7
Attn; Mrs Luisa Read

Quantity Descripuun Raviv Amount

58.00

.

V
4

m m

. m>"'\3
.

Consulting January 19th through January 29ih.2009
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8,700.00
435.00

9.135.09

GST #449407325
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CONTRACT CONTROL SERVICES INC. INVOICE
# G9.0129

Phone Number
41S~518-4203

INVOFCE DATE January zsnh, 2009

Total



TO:

Algonquin Power Trust
2845 Bristol Circle,
Oakville. Ontario
L6H 7H7
Attn: Mrs Luisa Read

Quantity Dasnliptlnn 9Raw Amounl

5725

P
~¢1-/mnI

ric
11426

~2i'il*
I  I

\'JF*I

Consulting January 521 rough January 16th.2€J09

venafan Lr:
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8,587.50
42988

9,016.88
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CONTRACT CONTROL SERVICES !NC. INVOICE
54 Eastwood Greg
Mad<ham, Ontario
Canada L3P 529

fi 08.1222
Phone Number
415.618-4203

INVOICE r>ATE January 16th_ 2009

4
av " Q ; ;

Total



TO'

Algonquin Pier Trust
2845 Bristol Clyde,
Oakville. Ontario
L6H7H7
Attn: Mrs Luisa Read

Quantity Description Rah Amount

Hz

ZN
72.00 Consulting January so through February 1a»h,~2809J

l 4

: L..

Q64 4 lg
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* 1434 .1 | 4;g7,0 »3*$~»l?'3

A
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ff 1:50.008
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10,800.00

101800.0¢
540.00

11 ,340.00
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,'esT ~9407325 ..w<4M¢N**9""**
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C O N T R A C T  C O N T R O L  s e n v l c e s  I N C . I N V O I C E
# 08-021a54 Eastwood Greg

Markham, Ontario

Canada L3P sis

Phone Number
416-6184203

INVOICE DAT& February 13th, 2009

Total

O



TO:

Algonquin Power Trust
2845 Bristol Circle
Oakville, Ontario
L6H 7H7
Attn: Mrs Luisa Read

Quantity Geocriatlon R819 Amount

64.25 Cansuiting February 16th through February 272h,2009
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GST 8¢84940732s
9,6956

481.88

19,119.38
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4

CONTRACT CCNTROL SERVICES INC. INVOFCE
# 09-0227$4 Eastwood Cree

Markham, Ontario
Canada L3P 5Z9

Phone Number
416»618»4202

INVOICE DATE February 27th, 2008
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Total
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9,100.09

NIA

455110

CofnmuIufcalions Supqz0li - Le»ny Wdef Lamar Jancxauf 2909

r Pre»Iaunch activity

I Strategic plaxunwilg and pmgaum deveiopunanl

1 graM ptesa11!a9on
n Commuaicalialxs roksu pix (imernd aM endsanal)

|

|

cmnpenave I industry mseatch

Web site

n
Site maW
9118118i design amyls

I prow management
CHelu»Agancy liaisonams!consolation

| Aanamsuaaion

Rater Blended at $175.99 x52 hours
Support learn: Partner, Sense Consultant, Cansulbanl. Coosdinwf

£xponses (details anache¢)_,

881 (on has only)
TOTAL $9,555.00
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wvosce311-T03

Faiswary s, zoosBG!! Dildds
VP, seruica Delivery
Algonquin Posner

VIA : aillnii 9

Pll0t PMR
250 The Espianaue, courtqlxarn suite 107

Yotonto, Ontario MSA L12
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.f=~'?w # /'4»>. we -4439

"fFT355»
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Par/whle Upon Receipt >»



TO.
Algonqui Power Trust
2845 Brisloi Circle,
Oakville, Ontario
LGH 7H7
Attn. Mrs Luisa Read

o my nmripa R*\! A m M

77.50

az?8E'rv"&

éfllflW

Consulting March 2nd, 2009 through March 13th, 20Q9

§?*i** ¥

f _7[

>

$'iY;' I C

é »'¢ta*"

150,00 11,825.00

A'P°#'*°'"'
I  c r "

How.

PAID

t "1

GST #849-40?325
11_s2s.00

581.25

12,208.26

| ill |

9
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C O N T R A C T  C O N T R O L  S E R V I C E S  I N C . iNVOiCE
# 09-03G2so Eastwood Ores

Markham, Ontario
Canada L3P 5Z9

Whore Number
416-618.4203

iNVOiCE DATE March 2nd, 2009
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u Site mapping
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Algonquin Power - january & February 2009 Expense Report
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No. 670

SUPPLIER G.$.T.# DATE REQUIRED:

qpnp VIA FOB 'IERMS }'OB{FWONo. COST oobxi

ITEM QUANTITY DESCRIPTION PRICE AmovI-*r"

Customer Service Enhance¢mcnt Initiative:
$355000.00

Name Selection; Work Grmap Sessions; Irwernak and

3xl.crnal Roll Out; Customer Expenimce

Surveys and Needs; Response Imprevemenls;

Business OMcc lmprowxnenu; Improvement of Billing

andPa ¢n¢Synems

$35,000.00
(ALLPRtCES ARB IN DQLLARS)

suIvmuwr DATE Accrzlm8n BY; SUPPLI18R'S NAMIS

SIGNATURE."Vii\ (o1uc;1nAnnG
CARRIER)

vwvosclas Mv5-'il3now au. Arr XJEABIAS TAXES $V4'Am'z1sa.y

liwfxe

PER

Pxesiden

CFO:

VP Service:

,,,w

ALGONQUIN POW ER TRUST
flit  mum: »m»4x:»¢4>n\m<»¢xwwxxx m¢xrmvr»~n\a¢nauulrv¢t

\

r

8ALGONQUIN
POWER

%%é8~'£S&t

8*Qs

PURCHASE
ORDER This P.O. No. to nppmu on all

invoices 8: cmtfeapouduxcc.

,f

3
i

zs4sadcl¢a=. o-w-, omaa,
emu., Ina 'nm
nm (ws) wow,m¢ 4654514

TO:
9

sHlp TO:

4ATTENTION:
TG LEPHONE:
FAX:

Pilca FMR .. .
250 The Esplanade Couztyad Suite 107

Toronto, Quratio

MSA UP

one Rnmugncaln

(416)462-0199

A'r'rxshr1*xon.»
'n3uz\°Hona=
ORDERED BY:

AWS
.zs4s Brawl amu
0»kviv=, o».»a° my nm
David 08ww117
(905)465-4517

WHITE COPY - VENDDR * YELLOW COPY rssuan * PINK COPY n ACCOUNTING

Fun 904Ziz'¢'!'.¢'w- Rm t
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CC: Docket Control Center (fifteen copies)
Lyn Farmer, Hearing Division
Vicki Wallace, Consumer Services
Delbert Smith, Engineering
Legal Division
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COMMISSIONERS
KRISTIN K. MAYES - Chairman

GARY PIERCE
PAUL NEWMAN

SANDRA D. KENNEDY
BOB STUMP

nun no: .

ERNEST G. JOHNSON
Executive Director

ARIZONA CORPORATION COMMISSION

August 23, 2010

Mrs. Valerie Betts
President
Heart Cab Co., Inc. alba Sulger Water Company #2
1380 W. Caroline Lane
Tempe, Arizona 85284

RE: HEART CAB co., INC. DBA SULGER W ATER COMPANY # 2
FOR A RATE INCREASE DOCKET NO. W-02355A_09-0275

APPLICATION

LETTER OF SUFFICIENCY

Dear Mrs. Betts:

This letter (per section R14-2-103 B.7 of the Arizona Administrative Code) is to inform
you that your application, originally received on June 1, 2009, supplemented on May 5, 2010, and
July 21, 2010, although the application still contains minor errors, Staff has deemed that you have
met the sufficiency requirements as outlined in Arizona Administrative Code R14-2-103. Your
utility has been classified as a Class E Utility. Staff"s testimony is due to be docketed on or about
October 22, 2010, and the ultimate due date of the Commission Order finalizing the case will be
due on or about December 21 , 2010.

The Staff person assigned to your application is Jeffrey M. Michlik. He can be reached at
(602) 364-2034, or toll free at (800)222-7000, if you have any questions or concerns.

Sincerely,

Nancy Scott
Chief, Financial & Regulatory Analysis Section
Utilities Division

1200 WEST WASHINGTON STREET; PHOENIX, ARIZONA 85007-2927 /400 WEST CONGRESS STREET, TUCSON, ARIZONA 85701 -1347

vvww.cc.state.az.us
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\ ,440.00

630.00

Ti'
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Dec~14~08 Wachtzl, Jason 8.90 hour{s).
Complete the Nolan Inrencampany SPY updates on all databases.

Complete the Audit Trails update on all companies. hmsiall FRx St'
10 on the server. lusiall dl service pads on 3 Citrix servers.
Rcsolvn a few issues that came up during the testing.
Dec-I5-08 Wachlel, Jason 3.50 hour(s).
Rcmme support to resolve a several issues that came up chasing the

day  f rom a number of  WE
Dec-I 8-08 =.

Preparation For Job Import Training
Dec - l9 -08 Payne, Stephen 2.50 hour(:).

Preparation for ruining; provide training w import jobs and cost
codes
Pmjwt l i fe cycle adndnistrat ion
Our nfpockel expenses

Payne. Stephen L00 hour(s).
180.00

450.00

278.10

»,»-. 48.35

Our Fee $9,596.45

GST 479.82

PST . _ _ 31 L64

Total 5 I0,387.9 I

4 I/0060990/4
I /00 '98">o'0PS _2»Qlg§»0M!7'09u\7

/ ....,

i

I
\
\

\ .

'844 WE M

Accmauss are due when rendcwd.
Service Charge al '  1 . 584 per  umm (1' ) . 5%  per  annum)  nm any balance unpaid 394nys af ter  Dana cf

ix t vnics

x 2 9 - u vo u z 9 - 1 2
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BDI) Dunwoody um
Quartered l"»{"C=~'3§.¥5I8h3'5

£4!¢fi flrdvisura

Zen - mu Spf.=d4lm!<n A§n~.mn\s'~*.~st

£:l»xsl:'lah Qrilasiu c.~»~laa¢ aux at"»

1'*2i¢r=l\nn<r 15141414.5414

F u .  w h 8 2 4 - * n w
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g w i p h é b d a m

» » r u . ¥ # #

December 31, 2008

Algonquin Power Tmsl
2845 Brisk<>l Circle
Oakville ON I.6H 1m

Attcmion: Mr. Gerald Tremblay

80123776lnvuiee

Gs'l` Rcgistxation No.

ps'r Registnticmi No.

1315853444

jg 212269868

For Professional Services medaling to Dynamics GP and SQL
support

44 $900.00

(

I4320.00

I ,080.00

or" r"'r'

I ,440.00

"""<z

Dec-03-08 Wachtel, Jason 5.00 hour(s).
Log into Algonquin Power. Begin :be upgrade on GPS to.GP SP
3 on loc :rcrvcr and data. Perform backup of critical databases.

Dec-04-08 Wacluel, Jason 9.00 hour(s).
Complete the inslalluUon MGP SPY on the GPS crwircnment.

" " ( g s Install Begin the installation ofWennsoll G60 far GP SPY on the
GPS cnvimnnuzul.

Dcc-05-08 Wachtcl. Jason 6.00 l\om(s).
Research Nolan issues on the GPS server. Kan through an

'*¢"(;,. inslallaliun of Nolan once again in all companies and databases on
' the server. Research why the year end process in production has an

error us per .l4:nnillcr.

Dec-l2~o8 Wachlcl, Jason s.oo lwvr(s)-
Log into Algonquin Power. Pwxwf the service pack inslallatirm.
Begin the service pack upgrade after hours. Pcrlbrm full backups
of she daxabascs and dictionaries.
Dec-l3»0ll Wachlel, Jason 8.50 hour{s),
Continue the service pink upgrade for GP. Perform full backups

:Md begin the Wennsoll service pack upgrade on all databases.
Complete Wcnnxofl service packs on all databases and perlbrm a
full backup. 1.580.00

Aecusunlx aredue when luldiesed.
Scrviix Gorge of 1 .594 per munxh09.5% per annum) on any halarnce uslqaaid36 day: alter dale or

. .

x29~<5<)0(i2§~ 12

BDO DunnandW;1 LE is a u»»i¢»4 iia@ilnu Parluenslaip reyissmi in QnZam
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INVOICE

Date: I -Dec-08

Landlord: Algonquin Power Property Limited Partnership

Tenant: Algonquin Power Trust

Monthly Rent
S per Square Foot Square Footage Total

Basic 19,75 14,981.32 24,656,76

Sub-Total 24,656.76

GST (#88208 3017 RT0002) 5% 1,232.84

Total $ 25,889.59
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Tenant:

Total

G8T (#88208 3017 RT0002)

Sub-Total

Date:

Landlord :

Monthly Rent

Basic

INVOICE
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Algonquin Power Property Limited Partnership

Algonquin Power Trust

$ per Square Foot

9 »
'~.l<.» e.

l ~Nov~08

s ~.J L» 4,1

19.75

'14 a
, . ~,m/~ /~

Square Footage

14,981 .32

2

5%

s 25,889.59

24,656.76

24,656.76

Total

1,232.84
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Cheque Requisition Form
. . . . . . <. . . . . . . . . - = . . . . . . . . . . . ¢ -. . . . . . . . m . ~ . = r m . . . » < » ~ w w . » . x . . w e .

3110 M554/8'8/\

D a t e : 1 2 ~ N o v - 0 8 Company: APT

Vendor(Payable to): B r a d  H e l m

V e n d o r ' s  A d d r e s s :  c / o  A l g o n q u i n  P o w e r

Amount: $15,000.00 us

Description: Power of Suggestion - ALT-002

Location: APT G/L Acct. No.: 1100-9820-0067

Your Signature: Lily Vu //

Approval: Andy Ling
we

p 8
v 4 .I

1 0 493

i £38588

Do no t  wr i te  be low th is  l ine .

3 f E 9
-~u~~ I

n M of* t L I; £

P a i d  o n :

Cheque No.:
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,*4 , Chia;mp<8L1Travis
Be saw & Kushner LLP I35-W

EXHIBIT

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

/534 4 tr I Afz\i 3¢:.s' I £\3Q*'/v » 1, ~,, r .¢.><x¥ »/ n l Pi144! Ar* .»*'¥'» s80 I»?»'8fI*J lax 546 834' 2431 I aifvit4 f>p<'~s: <<>m

Invoice No.: 31718
Invoice Date: 09/30/2008
Client No.: 2201.0

Algonquin Power 401 (k) Plan
Attn: Ms. Janis Valentine
2845 Bristol Circle
Oakville, Ontario L6H 7H7
Canada

-

For professional services rendered in connection With the audit ofthe A Algonquin Power 401(k)
Retirement Plan 2007 financial statements.

Total Amount Due Per Engagement Letter $_ 8,700.00
(up

'\ /
\\Q W`\J

..f ; \ Q€r /KL

n o " I ~'?&l/O *3 9~~S"- 390 000O

\m \
<l§3'~Zx'1- , 'L *\';\'

ii 3 \§

8

Payable when rendered. Make checks payable to Clziampou Travis Eesaw & Kushner LLP.
Please include invoice number on all correspondence and checks.

Tax identyieation number I6-1468002.
Thankyou.

: » * \ k h E { § 2 , l \ . ¢ S r > m \ k * l : - = : 1 a i e \ . ° 1 t A n a ; .mgt . » , , » = .»  . .  » . . ,~ = , ..1of .
. 1. ¢;y>

l i' kg; I10*="* I

41!; i¢ z tI.<1~ i&Z=v¢t=.'-=, ..¢-'>»if, (:9,.I: : . ' , .
;=s.;»= . 3»""¥

L »;= xi ;=»%"t€.
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Sales / Invoices

Private Companies
2845 Bristol Circle

Oakville ON L6}1 .IH7
e 4/28/2008

Algonquin Power Trust
2845 Bristol Circle

Oakville ON LGR 7H'I

Purchase Order Customer ID
003APT

Salesperson ID Shipping Me thou
All

Payment Terms ID

management Fee April 2008 $74/ 578,61

Subtotal

Misc
Tax

Freight
Trade Discount

Payment

Total Due

$74,578.61
$0.00

$3,728.94
$0.00
$0.00
$0.00

$78,307.55
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Sales / Invoices $ALES000000000290068
Private Companies
2845 Bristol Circle

Oakville ON L61-I 717

Date 5/28/2008

Algonquin Power Trust
2845 Bristol circle

oakville ON 1.611 7H7

Purchase Order Customer ID
003AP'I'

Salesperson ID Shipping method
AR

Payment Terms ID

Management Fee - April 2008 $74, 578.61

Subtotal
Misc

Tax

Freight
Trade Discount

Payment
'total Due

$74,578.61
$0.C0

$3,720.94
$0.00
$0.00
$0.00

$78,307.55
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Sales / Invoices SALES000000000290069

private Companies
2845 Bristol Circle

0a ville ON Lea 7H'7
Date 6/28/2008

Algonquin Power Trust
2845 Bristol Circle

Oakville ON L66 7¥{7

Purchase Order Customer ID
003I\P'1'

Salesperson ID Shipping Method
AR

Payment Terms ID

Management Fee - June 2008 $74,578.81

Subtotal

Misc

Tax

Freight:
Trade Uiscount
Payment:

Total Due

$74,578.61
$0.c0

$3/728.94

$0.C0
s0.c0
$0.00

$78,307.€5
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System;
User Date:

12/15/08
12/15/08

2:30:16 PM ALGONQUIN POWER INCOME FUND

'TRANSACTION INQUIRY REPORT
Payables Management

PagE':
User ID'

1

JANETYEUNG

Vendor ID: HOOAMI Algonquin Power Management Inc

Ranges:
Document Number

Document Date

Type

From:

First
First

First

To :

Last
Last

Last

Sorted By: Document Date/Type Include . Open

* voided

Origin Document Number Type Doc Date Original Amount Unapplied Amount

Voucher/Payment Number Due Date Disc Date Transaction Description Currency ID

Open 290 -~ 0C'I'08

0000000G0000C'l449069

10/30/08 $78,307.55I NV

11/29/08

$78 r 307. 55

Management Fee 0ct;08 z-c$

Open 290-NOVOB

00000000000007449070

11/30/08 $78, 307 . asme-v

12/30/08
$78,307,SS

Management Fee Nov08 z-cs

Total Documents: 2
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Sales / Invoices SALES000000000290075

Private Companies

2845 Bristol. Circle

Oakville ON L6H 7H7
Date 12/30/2008

Algonquin Power Trust
2845 Bristol Circle

Oakville ON L6H 7H7

Purchase Order Customer ID
003AP'l̀

Salesperson ID Shipping Method

AR

Payment Terms ID

Management Fee Dec 2008 $74,578.61

Subtotal

Misc

Tax
Freight

Trade Discount

Payment
Total Due

$74,578.61
$0.00

$3,728.94
$0.00
$0.00
$0.00

$78,307.55

J 7¢¢7
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Sales / Invoices SALES000000000290073
Private Companies

2845 Bristol Circle

Oakville ON L6H 7H7

Date 10/30/2000

Algonquin Power Trust

2845 Bristol Circle

Oakville ON L6H 7117

Purchase Order Customer ID
003APT

Salesperson ID Shipping Method
AR

Payment Terms ID

Management Fee - act 2008 $741 578. 61

Subtotal
misc

Tax

Freight

Trade Discount
Payment

Total Due

$74, 578. 61

$0.00
53, 728, 94

$0.00
$0.00
$0.00

$78, 307. 55
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Sales / Invoices SALES000000000290074

Private Companies
2845 Bristol Circle

Oakville ON L6H 7117

Date 11/30/2008

Algonquin Power Trust

2845 Bristol Circle

Oakville ON L6H 7H7

purchase Order Customer ID
003APT

salesperson ID Shipping Method
AR

Payment Terms ID

Management Fee - Nov 2008 $74,578.61

subtotal
Misc

Tax

Freight

Trade Discount

Payment

Total Due

$74,578.61
$0.00

$3,728.94
$0.00
$0.00
$0.00

$78,307.55
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ALGONQUIN POWER MANAGEMENT INC

2845 Bristol Circle
Oakville, Ontario
L61-I 71.17

INVOICE

Invoice to:
Algonquin Power Trust
2845 Bristol Circle
Oakville, Ontario
LGH 7H7

Date: June 8, 2009

Management Fee for let Quarter of 2009 $ 212,787.00
4

I

f
r

GST (#87728 6164 RT0001) 5% 10,639.35

Total s 223,426.55

RECEKVEEI

an QQWZEL

3

.43LQ9_-._
OMPANY

4194
I 1170 H 0 0  I 1

U0or> . ' l . . ' §_ ') 6 w  . 1 2 9 9 9  »
"V [L
. 41

u ». ,¢,ql¢f¢
5 1 . L i "  T l .

4 . . .  Q5:3  i r ( )  I . - '  i -
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CIBC ii

I APPROVED

PAM:

This inc i~=l

l l |

a

L

~m°1
CIBC Melk>r» Trust Company
320 Bay Street
Toronto, ON M5H 4A6
vwvw.clbcmellon.com

Invoice Number:
Invoice Date'
Invoicing Group:

17978
January7, 2009
00138CT_S1

ALGONQUIN POWER INCOME FUND

Mn: DAVID BRONICHESKI

2845 BRISTOL CIRCLE
OAKVILLE, ON L6H 7H7
CANADA

Client Relationship
Manager:
Phone:
Email:

Ismail Bawl
416-643-5096
ismail_bawa@cibcmeIIon.com

Billing Period: December 1, 2008 through December 31, 2008

650,00
12,000.00

0.22
121650.22

.. 632.51
13,282.73

A

Current Billing Period:
Transaction Fees
Service Fees
Expenses
Sub Total Current Period Fees:
GST # R103509485
Total Current Period Fees: 814

_.-,.11IZ7
)/ 7

Total Balance Due:

! RECEIVED
VENDUH ID

13,282.78

AM .1./5
COMPANY

n
\R \ r;

£ 1

1.8

API?
">.....7 7768~» ~»-ww J1890 :*; ._..,..,

'z 44 \"
l.¥. .  ~

I. x,
. , .

l l  H i
l.. g.

t8fE}§€§1*"<"j8'5€""" la V.

| . .
rhir:I- P |~1 Iul-n5ll"\
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[CIBCmum
CIBC Melton Trust Company
320 Bay Street
Toronto, on M5H 4A6
www.clbcmellon.com

Invoice Number:
Invoice Date:
invoicing Group'

17973
January 7. 2009
00138CT__S1

Account Detail

ALGONQUIN PCWER INCOME FUND Account Number: 00138020300

Transaction Fees

FINTRAC Account Maintenance 250.00

Transaction Fees Total 250.00

GST 12.50

Account Total 262.50

Account Detail

6.65% CONVERTIBLE UNSECURED SUB. DEB. Du Account Number: 00188020301

Service Fees
Annual Fee - Issuer Trustee e,000.00

Annual Fee - Registers 1 ,000.00

Service Fees Total 7,000.00

GST 350.00
4.

Account Total 7,350.00

Account Detail

6.20% CONVERTIBLE UNSEC. SUB. DEBENTURES Account Number: 00138020302

Transaction Fees

A No! included in Account Minimum

' Non Taxable Acuvisy

Page 3  o f 4
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[CIBCmum
CIBC Mellon Trust Company
320 Bay Street
Toronto, ON M5H 4A6
www.clbcmellon.com

Invoice Number:
Invoice Date:
Invoicing Group:

17973
January 7, 2009
00138CT_S1

Volume Based
Transaction Type Volume Rate Fees Adjustment

to MlnlMax
Total

1 1.50 1.50Interest Disbursement
Interest payment Nov 30/08 1 .50

Volume Based Total- 1 1 .50

Interest Disbursement - Minimum 398.50

Transaction Fees Total 400.00

Service Fees
Annual Fee .. Issuer Trustee 4,000.00

Annual Fee .. Registers 1,000.00

Service Fees Total 5,000.00

Expenses

Transaction Type Expenses Total

Cheque

Stationery

0.11

0.11 0.22

Expenses Toialz 0.22

Expenses Total 0.22

GST 210.01

Account Total 5,670.23

A Not Included In Account Minlmum

' Non Taxable Acniviiy

P a ge 4  o f 4



v*-1CIBC l WI

820 Bay Street
Toronto, ON
www.cibcmellon.com

CIBC Mellon Trust Company

M5H 4A6

invoice Number:
Invoice Date:
Invoicing Group:

6738
May 9, 2008
00188ST_S1

ALGONQUIN POWER 1NQOM{8 FUND Trust
Attn: LuisA pAnsoonl
2845 BRISTOL CIRCLE
OAKVILLE. on LGH 7H7
CANADA

Client Relationship
Manager:
Phone'
Email:

Anoosheh Farzanegan
416.648.6488
anoosheh-farzanegan@cibcrnellon.com

I
Billing Period: April 1, 2008 through April to, 2008

Prior Month's Balance
Payments Received as of May 5. 2008

8,875.06
(8,375.06)

Gurreni Billing Period:
Additional Services Fees
Service Fees
Expenses
Sub Total Current Period Fees:
GST # 9108509485
Total Current Period Fees:

8

11,500.00
8,646.00

498.88
£4 15,644.00

7é2.2a
s »,42s.91i 4

Total Balance Due: 16,426.91

M ?) 1
i E<

3'

esc .ea
¥
8

venDo1=l its

/M0056
am. scans

)****iMt¢qq¢gq¢";¢;¢,so*-'».»v*

,4p8;~
PP v s

/g519~/-6'6951..Zr-7?-8.-6*9;
9llme if
5

8
8
;

»»..u"q¢. )

4G€:)ST 8
This in voe is payable upon race!J
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CIBC Mellon
CIBC Mellon Trust Company
320 Bay Street
Toronto, ON M5H 4A6
www.clbcmellon.com

Invoice Number:
Invoice Date:
Invoicing Group:

6738
May 9, 2008
00138ST__S1

Account Detail

ALGONQUIN POWER INCOME FUND TRUST Account Number: 00138020000

Additional Services Fees

Initial Services Fee 6,500.00

INITIAL SERVICES FEE FOR RIGHTS PLAN-

Other 5,000.00

ANNUAL FEE FOR RIGHTS PLAN SERVICES-MAHCH2008

Additional Services Fees Total 11,500.00

Service Fees
Monthly Services Fee 3,646.00

Service Fees Total 3,646.00

Expenses

Transaction Type Expenses Tote I

Cheque

Courier
Envelopes

Photocopies

Postage

Stationery

7.26

69.93
6.85

37.50

369.54

7.60 498.68

Expenses Total: 498.68
a

Expenses Total 498.68

GST 782.23

A Not included in Account Minimum
* Non Taxable Activity

Page 3 of 4
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EXHIBIT

\%S-WP

Algonquin Power Income Fund
Trustee Fees - George Steeves Chairman of Audit Committee
For the quarter-ended June 30, 2008

Description Amount

Quarterly Trustee Fee 3 7,250,00

Monthly Distribution Meeting - April 22, 2008 by telephone $ 750.00

Monthly Distribution Meeting - May 22, 2008 by telephone $ 750.00

Monthly Distribution Meeting June 18, 2008 by telephone $ 750.00

Meeting with Genuity - April 21, 2008 in person $ 1,500.00

Meeting - Genuity results - April 22, 2008 in person $ 1,500.00

Annual Meeting - April 24, 2008, in person S 1,500.00

QI/08 Audit committee - May 7, 2008, in person $ 1,500.00

QI/08 'Trustee Meeting to approve .Financial Statements - May 8, 2008, in person $ 1,500.00

Meeting with Genuity May 7, 2008, in person s 1,500.00

Meeting with Oenuity - June 6, 2008, in person $ 1,500.00

Total Trustee Fees s 20,000.00

Less: CPP Contribution for QS 2008 910.80

IncomeTaxes 8,000.00

Tote I 11,089.20

CPP - $23,000 X 4.95% =
1,138.50

910.80

$1,138.50 to a maximum annual contribution 0f$2,049.30
Ql/08
Q2/08
Q3/08
Q4/08
Total 2,049.30
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Algonquin Power Income Fund
Trustee Fees - Ken Moore - Chairman of Trustees
For the quarter-ended March 31, 2008

Description Amount

Quarterly Trustee Fee $ 7,250.00

Monthly Distribution Meeting - April 22, 2008 by telephone $ 750.00

Monthly Distribution Meeting - May 22, 2008 by telephone $ 750.00

Monthly Distribution Meeting - June 18, 2008 by telephone s 750.00

Meeting with Genuity - April 2 l, 2008 in person $ 1,500.00

Meeting - Gcnuity results - April 22, 2008 in person $ 1,500.00

Annual Meeting - April 24, 2008, in person $ 1,500.00

QI/08 Audit committee - May 7, 2008, in person $ 1,500.00

QI/08 Trustee Meeting to approve Financial Statements - May 8, 2008, in person $ I ,500.00

Meeting with Genuity - May 7, 2008, in person s 1,500.00

Meeting with Genuily - June 6, 2008, in person $ 1,500.00

Total 'I r̀llstec Fees $ 20,000.00

Less: CPP Contribution for QS 2008 910.80

Income Taxes n

Total 19,089.20

1,138.50
910.80

CPP - $23,000 X 4.95% := $1,138.50 to a maximum annual contribution of$2,049.30
Q]/08
Q2/08
Q3/08
Q4/08
Total

Q

2,049.30
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Algonquin Power Income Fund
Trustee Fees - Chris Ball - Chairman of Corporate Governance Committee
For the quarter-ended March 31, 2008

Description Amount

Quarterly Trustee Fee $ 7,250.00

Monthly Distribution Meeting - April 22, 2008 by telephone $ 750.00

Monthly Distribution Meeting - May 22, 2008 by telephone $ 750.00

Monthly Distribution Meeting - June 18, 2008 by telephone $ 750.00

Meeting with Genuity - April 21, 2008 in person $ 1,500.00

Meeting - Genuity results - April 22, 2008 iN person $ 1,500.00

Annual Meeting » April 24, 2008, in person $ l ,500.00

QI/08 Audit committee - May 7, 2008, in person S 1,500.00

QI/08 Trustee Meeting to approve Financial Statements ~» May 8, 2008, in person $ 1,500.00

Meeting with Genuily - May 7, 2008, in person $ 1,500.00

Meeting with Gemuity - June 6, 2008, in person s 1,500.00

Total Trustee Fees s 20,000.00

Less: CPP Contribution for QS 2008 910.80

Income Taxes

Total 19,089.20

1,138.50
910.80

CPP $23,000 X 4.95% = $l,l38.50 to a maximum annual contribution 0f$2,049.30Q1/08

Q2/08
Q3/08
Q4/08
Total

an

2,049.39
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EXHIBIT
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Invoice No.

Reference

chant

C 431
CA00 I -I 1627640
60117994

May 30, 2008
KPMG LLP
Suite 200 Yonge Corporate Centre
4100 Yonge Street
North York ON M2P 2H3

Mr. David Bmnicheski
Algonquin Power Fund (America) Inc.
2845 Bristol Circle
Oakville. ON L61-I m7

Telephone

Teleflex

9
0

9
4

(416)228-7000
(416) 228-7123

GST/HST Number 12236 3153 nToo01
OST Registration 1023774310 TQ0001

Contact

Telephone

O
9

•
O

Steve Southard

(416) 228.7105

Progress billing for U.S. tax compliance services rendered through May 15, 2008.

GUR FEE s 78,330.00

GST (zero rated: U.S. Corporation) 0.00

INVOICE AMOUNT L18.3al1.n.a

/ , .».~. , ,»»v,.~»» ;
x ' 4 '
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Algonquin Power Fund (America) laic. 88. Sulnidlarim

Billing denflfor U31 fax agervius rendered

from September 16, 2007 through May 15, 2008

Billing
Tax (`nmpIizmc4: Services

> Progress billing For prqaaralion of 2007 orlcral and stale we rectums for APFA and
its subéidinries I aftiliauss.

/.,
$ 30,000

>

of/
Final billing hr preparation of20()6 federal and Sim lax returns for APFA and its

subsidiaries IalIIiliales, including combined same rcmrns. 5,500

r Plcpamlion of amended 2006 fsdcml and state tax returns lbs APFA &. Subsidiaries

no clam lax refund results Nom revised calonlmion of earnings stripping [l63(i)]

limitation on inlcrcsl deducibility, including research, analysis, and considemion

of supplication of proposed regulations to APFA's ownership stmdure.

9,500 /
» Calculation 0f2007 4th quarter cslimmcd tax payments and pncparalion of payment

vouchers. I ,200

> Follow up on various slaw tax notices for New Hampshire, Vermont, New York,

including preparation of°»csponso lcltcns no slate lax dcpanuncnls. 1200 /
Tax Advisory Services

) Various discussions with IRS usauicialc dlicf counsel office regarding KMS

America Inc. private Icltcr ruling request. including adverse ooufcfcnoe with IRS,
preparalioiVgathering of additional inlbrmaiion requested (afTidavils, etc), and
various discussions/corrcspondcnce bciwocn KPMG personnel and Algonquin

pcrsonnci and legal counsel. 7,400 »/
} Meetings with l) David Bronichcski and Luisa Paniconi to discuss Overall U.S. we

msutcts, including U.S. group's lax structure, potential financing strucluncs.

planning opportunities, etc., and 2) Algonquin trustees Io discuss overall lax issues
(CDN and US), risk areas and opportunities, including prcparatiait for meeting and

summary slldc package. 8,200 /

» Research and analysis with respca Io Calilbrnla sics tax issue on Sanger
repowering pmjeci, including various disalssions with Dan Tobias regarding
potential availability of (`aliflomia income tax cylix, and research and technical

assistance-with respect lo accounting msmmem of sics tax cumin. 4,800 z/

v Tax assienaneua with respect lo sale of landfill gas faciiilics, including review of

purchase and sale agrccmems, consideration of federal and California state we
implications upon transfer, and vnfions discussions and emails with Algonquin's

Icgai ooxtnscl. 4.000
V/

) Miscellaneous otlwr items including: I) cikcussions and summary emails regarding
potential use of centralized pnyrolVpnrehasing company and utilization of SRLY
losses, 2) discussions regarding US entity classification oIIAPIF, aitd 3) discussions
regarding cash repatriation altcmnNvm, and including use ofshon torn loan up to

Canada. 2,800 /

Disbursements ad Aalministralive Charges

> Out of Locke\ axpunscza including travel. meals, telephone, word-plwcssing,
graphi¢s. courier, and administrative suppose (which should not exceed l0% oftounl

cstimawd fees) 3.730 4/

Total (Cl)N$) $ 78,330



| r

Invoice No.
I/ . J R xt-47775M reference

Client

43115158
CA00l~l 1705877
6011071 I

May 21, 2008
KPMG LLP
Suite 3300 Commerce Court West
199 Bay Street
Toronto ON MBL 1B2

Algonquin Power Income Fund
Attention: Mr. David Bronicheski
2845 Bristol Circle
Oakville ON L6H 'IH7

Telephone

Telefax

(416) 777~8500

(416) 7778818

GST/HST Number 122363153 nT0001

OST Registration 1023774310 T00001

Contact

Telephone

4
D

v
4

Gard Mount

(415)777-8125

To professional services rendered in connection with our review
of the first quarter interim unaudited financial statements at
March31, 2008. $ 39,000.00

Additional Items 10,000.00

49,000.00
CPAB participation fee surcharge at 1.6% of fees for
audit and related services rendered on this invoice. 784.00

Out~of~pocket and secretarial 2,450.00

:9' 9
52,234.00

no

9~»
4
3
4

8 mo M./~46
GST 2.61 1.70

9
8

844/4<<» r

g §1
%.2<2§:m»b ; s L

3
¥

INVOICE AMGUN. .

4
4
3 ,

z .

|J@~:>.»»- I ..¢;~<*;w;) ?c»~»'Zf1~;_> »<>»~é4°APM- 11
A W M Q W

I"3
3 4/<

; ; g ,¢»>¢¢».ev< m m / m # m ~ -

/ 9*
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HA awa0¢MW&€¢"*\ k ~4/w/»A» %"1 ( Q ; \
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;
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4 "* . "",?
*.¢<'
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.4 x

Payment is due upon receipt

Q.
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INVOICE AMOUNT

Out of pocket and secretarial

GST

Our fee

Billing for additional time incurred related to the SIFT calculations
and December announcement in connection with the audit of the tax
provision and disclosures for the year ended December 3 l, 2007.

Algonquin Power Income Fund
Attention: Mr. David Bronichcski
2845 Bristol Circle
Oakville, Ontario L6H 7H7

April I 1, 2008

Payment is due upon receipt
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Telephone

Teleflex

KPMG LLP
Suite 3300 Commerce Court West
189 Bay Street
Toronto ON MSL182

Contact

Telephone

GST/HST Number 122363153 RT0001

OST Registration 1023774310 TQ0001

Invoice No. 1

Reference

Client

3 ,

9;

z

* i

3

!
. ... »

, , 1 4
.<* f

O

/

4
*

¢
4

4
»

(416) 777-8500

(416)777-8818

43054410

Gordon R. Mount

(418) 777.8125

CA001~11592866
60110711

/1f  z

i *2

o f
* ; l * h

"1.~

$

$ 16,250.09

17316.58

17,063.00

.;x-

1 "

813.00

853.15

I
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Invoice No.

4; \.Si f. L44-.'?TA,% Reference

Client

43162521
CA001-11715204
60110711

July 28, 2008 KPMG LLP
Suite 3300 Commerce Court West
199 Bay Street
Toronto ON MSL 1B2 \

Algonquin Power Income Fund
Attention: Mr. David Bronichcski
2845 Bristol Circle
Oakville ON L6H7H7

Telephone

Teleflex

(416) 777-B500

(416) ̀ 777~8818

GST/HST Number 122363153 RT0001

OST Registration 1023774310 TQ0001

Contact : Gard Mount

Telephone : (416) 777~8125

TQ professional services rendered in connection with translation
services.

Translation of December 3 I , 2007 financial statements and
M D & A $ 35,000.00

Translation of March 3 I , 2008 financial statements and MD&A I 8,000.00

Out-of~pocket and secretarial 2,650.00

I f  8
£9

of*

"8

E, ii

, ,",/xi\

' , . ' ¢,3

55,650.00
; s 4

»

GST 2,782.50
,,, \ g

8 $s
x8
*4
Q > i 5;

INVOICE AMOUNT .~...» S 588432.50
F¢E€}EiV¥8i3 \!E;N£3'CtFIi ii)

7\
1,;

/cw M476
Q,(3lv»,pAny

IW9'"l"8W0"@"3//9'9WAFL
Ap;2F{Q\1E9 J 08 8

PAM QGST C908

Payment is due e



I\

Invoice New. : 43168031
Reference

Client

xi

t

n
a

cA001-11553398
60110711

July 31, 2008
KPMG LLP
Suite 8300 Commerce Court West
199 Bay Street
Toronto ON MSL 1B2

PRIVATE & CONFIDENTIAL
Attention: Mr. David Bronicheski, Chief Financial Officer

Telephone

Teleflex

C
4

*
4

(416) 777-8500

(416) 777»8818

Algonquin Airsource L.P.
2845 Bristol Circle
Oakville, ON L6l~I 7l~I7

GST/HST Number 12236 3153 RT0001

GST Registration 1023774310 TQ0001

9
oContact

Telephone 4
Q

John Krukowski

(416) 777-8579

Interim billing for tax services:
>

t >
44
z 3

we

g
8
¥

*E>

g ,

5%
9
5.

. 22 295414

OUR FEE s 5,000.002;w

3
8

GST 250.00

INVOICE AMOUNT 85 5,250.00

P224888la-'89 '*»;'l9'§*é .s 5
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Payment is due upon receipt



i n
C 43208904invoice No. :

Reference :

Client :

CA00l» 1 I729460

601 10711

September 19, 2008
KPMG LLP
4100 Yonge Street, Suite 200
Toronto ON M2P 2H3

Algonquin Power Income Fund
2845 Bristol Circle
Oakville ON L6H 7H7

Telephone :
Telefax :

(416)228-7000
(416)228-7E23

GST/HST Number 122363153 RT000]
QST Registration 1023774310 TQ000 l

Attention: Mr. David Bronicheski, Chief Financial Officer
Frank Klemcnchuk

(4 I6)549~7803

Contact :

Telephone :

1 ' Q? al

First interim billing for professional services rendered in
connection with our audit of the financial statement for the
year ending December 31, 2008.

,u- 51
*J

4i;¢"i?@

? Zin/ 'J

OUR FEB $ 50,000.00

CPAB participation fee surcharge at 1.6% of fees tor audit
services rendered on this invoice. 800.00

50,800.00

nerve
GST 2.540.00

INVOICE M s 53,340.00

I I<>=>~0 I

vim:m=z 18
21/J we l<~wmc-

ws, C095
4 ~¢>;>»a<>»'?@».» ZA 1@l'6=1**

Y

'
JOB#

lPAIQ "QQQT cow"

/

L .

Payment is due upon receipt
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Invoice N<>.

Reference

Client

C 43208818
CA00l-11729461

60] 10711

September 19, 2008
KPMG LLP
4100 Yonge Street, Suite 200
Toronto ON M2P 2H3

Algonquin Power Income Fund
2845 Bristol Circle
Oakville ON L6H '7H7

Telephone :
Teleflex :

(416)228-7000
(416)228.7123

GST/HST Number 12236 3153 RT0001
QST Registration 10237743 I0 TQ0001

Attention: Mr. David Bxgonicheski. Chief Financial Officer
Contact :

Telephone :

Frank Klexnenchuk

(4 I6)549-7803

For professional services rendered in connection with our review
of the second quarter interim unaudited financial statements at the
period ended June 30, 2008. $. 40,000.008

gt
. s. f 1

CPAB participation fee surcharge at 1.6% of fees for audit and
related services rendered on this invoice. 640.00

X . . 4Disbursements, including out~of-pocket and secretarial cost 4_422.00
45,062.00

GST 2,253.10

I v0fz49§9¢§9b'§¥ "i?'§§n£>€3EI=€°T3"
S  4 7 , 3 1 5 . 1 0

QS 1 G89 1<J2~xL
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Payment is due upon receipt



To
Algonquin Power Trust
2845 Bristol Circle,
Oakviile, Ontario
L6H 7H7
Attn: Mrs Luisa Read

Quantity Description Rate Amount

2,962.50

3,562.50

79570

8,851.25

19.75

23.75

Cons u l t i ng M ay  z ez h-z a t h

Cons u l t i ng J une  2nd -4 t h

vamao886351v9n ~ i.

Qm oc
4 W
égnv

1§@ o*
*¥8*96VE9»

LQYQOC
.ms

44
I 7

w a s

1 5 0 . 0 0

1 5 0 . 0 0

3 ID

£99

\§.'1?><:;»
.Ash ..

3

:me

GST # 449407323

v

8
§

I

P 8 s 'f g ll

MMJLL

CONTRACT CONTROL SERVICES INC. INVOICE
# 08.06045 4  E a s t wo o d  O r e s

M a r k h a m ,  O n t a r i o
C a n a d a  L S P  5 2 9

Phone Number
416-618-4203

I N V O I C E  D A T E  J u n e  4 t h ,  2 0 0 8

Total



TO:
Algonquin Power Trust

2845 Bristol Circle,
Oakville, Ontario

L6H 7H7
Attn: Mrs Luisa Read

Quantity Description Rate Amount

20.50

23.00

Sazxrwsnu m

Consulting April z8th-2.0m

Consulting May sth-7th

To cover personal use of phone and fax
IJ ii ii; I K 9

i 2 3319"1

i3 u§ i £

4.-m - , . , .~,, ,,,,-~ -*-¢»»,,

..¢** f
'14

150.00

150.00

3,075.00

3,450.00

-25.00

6,500.00
325.00

6,825.00

5/7 /99'l GS

LJ E , 4

r #849407325 f

3

\
I

CONTRACT CONTROL SERVICES INC. INVOICE
#  08-050754 Eastwood Ches

Markham, Ontario
Canada LSP 529

Phone Number
416.818-4208

iNVOICE DATE May 7th, 2008

""'°"**'**¢*»*>¢ H u » ¢ ¢ A p » » ¢ ,

at#AMY

I liszt:>
Total

WE .foes

]/Z*z:1. I.QQ 281178 'l3§0!€»=~Z>Z31(;>

\

' ¢kasa



TO:

Algonquin Power Trust
2845 Bristol Circle,
Oakville, Ontario
L6H7H7
Attn: Mrs Luisa Read

Quantity Description R8t9 Amount

7 . 0 0

8 . 5 0

7 . 5 0

1 6 . 0 0

~r~»» I

Consulting Apr.1st

Consulting Apr.8th
Consulting Apr. 17.18th

Consulting Apr. 21-23rd

ia-"98aecssvzb l ,. ,, *""~

1 /Vu l,9%"ac>;7s"z
498

91810v4
M V  .

. "T"

l  J

\PPRC)'u*£ED

0 4

»

<*

1 5 0 . 0 0

1 5 0 . 0 0

1 5 0 . 0 0

1 5 0 . 0 0

3V WB

,Qiv

\ \°~'*
7a7a:>

1,050.00
1,275.00
1,125.00
2,400.00

1  i  0

1 \ \.\.

5,850.00
292.50

6,142.50

.f

urn*o'ca .
#849407 ~5

SUBTOTAL
GST(5%)

I
O

C O N T R A C T  C O N T R O L  S E R V I C E S  I N C . INVOICE
# 08-0423so Eastwood Cres

Markham, Ontario
Canada LSP 529

phone Number
4'l6»618-4203

INVOICE DATE April 23rd, 2008

Total

1

3491? 9
.

3
; .
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18-Apr-08AccuSource Inc.
Accounting Services and Placements
2194 Meadowland Dr.
Oakville, Ont.
L6H 6H2

Invoice #1 3816

Phone:
Fax:
Esau

995-845824/
905.845..72g4
m ior24 co Eco.

CLIENT: Algonquin Power Trust
2845 Bristol Circle
Oakville, ON
L6H 7H7

Attention: Luisa Pankzoni

DESCRIPTION: Services Provided by Dianna Taylor for preparation relating to the
certification of the effectiveness of ICFR.

DATE _HouRs

9  8
4*
a

*ii 13

07-Apr
08-Apr
09-Apr
10-Apr
11-Apr
14-Apr
t5-Apr
16-Apr
17~Apr
18-Apr

7.00
6.00
7.00
7.00
4.50
7.00
7.00
6.00
7.00
5.50

n X 1,3»l¢»'3' 2
s*'£'V"
g ,

"I
3 Qu z

8
et M

3
Total Hours
Rate

64,00
s 90.00

5,760.00
288.00 GST # 893148585GST at 5%

vamrzoa £,

PAYA8LE UPON Recs m. GDDE
9 "V

IHOOJ.'<{9D"i'3.)?>':»z7LfQ{i3jpg?

8 6.048.0Q..
-§g-5€l *

4 leM09

Please make dubuque pewbll no A , q . . , , m

-. ¢¢wr5° 4689 4

/ "
8

»

PAH? *€,8S"i" C4353

.-,,*~w~

'2 88



13-JUrl-08AccuScurce Inc.
Accounting Services and Placements
2194 Meadowland Dr.
Oakville. Ont.
LSI-l 6H2

Invoice #3652

Phone:
Fax*
Email

905-845-9247
905-8451-284
mtavlor24@coaeco.ca

CLIENT: Algonquin Power Trust
2845 Bristol Circle
Oakville. ON
L6H `/H7

Attention: Luisa Particoni

DESCRIPTION: Services Provided by Dianna Taylor for preparation relating to the
certification of the effectiveness of ICFR.

DATE HOURS

8* ii q E' gr Fl

4
bi if

Q\ 8 3 s4
i ,

:I
4 i

02~Jun
03-Jun
04-Jura
05-Jun
06-Jun
09-Jun
10-Jun
11 -Jun
12-Jun
13~Jun

6.00
7.00
6.50
7.00
6.00
7.00
7.00
6.50
6.50
3.00

a
"4
KZ

Total Hours
Rate

62.50
$ 90.00

5,625.00
281.25 GST#893148585GST at 5%

$ 5,906.25

PAYABLE UPON RECEIP*

v94nC»l=§

Mm Ac.c~S°-1

Please make cheque payable to ccuSourcelnc. grl~ i Up "\.-Ci a~~1»==>~.*fs' ..*93,~s'1~r>-<.:»~

gr;8*5*



TO:

Algonquin Power Trust
2845 Bristol Circle,
Oakville. Qntario
L6H 7H7
Attn: Mrs Luisa Read

Quantity Descry ption Rate Amount

14.00

23.00

J

E
g
i

.,.;,

3
8
4
g

3
I

8
I

Consulting June 9th-11th

Consulting June 16th-18th

FECEIVED

~.4.. 7 $1

kg DORHJ

SO HWCW <»o»~*
GILCODE

lla\7-1'~ am-, 3

~8#

COST CODE

if/19 /DV
,;l¢;*p*~

Iwo

\~ pApa

150.00

150.00

2,100.00

a,4s0.oo

8
I,

W

i

3 34
g.la *I I

ft;

GST #849407325 277.50

5,827.58

\

54 Eastwood Cree
Markham, Ontario
Canada LSP 529

CONTRACT CONTROL SERVICES INC.

Phone Number
416~618-4208

INVOICE DATE June 18th, 2088

INVOICE
# 08-0618

; ,

Total
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16»May-08AccuSource Inc.
Accounting Services and Placements
2194 Meadowland Dr.
oakviue, Ont.
LGH sHe

Invoice #3634

Phone*
Fax:
Eras!

s05~84s~9247
905-845-7284
mtavlor24@coaeco.ca

CLIENT: Algonquin Power Trust
2845 Bristol Circle
Oakville, ON
LSH7H7

Attention: Luisa Paniconi

DESCRIPTION: Services Provided by Dianna Taylor for preparation relating to the
certification of the effectiveness of ICFR.

p 3 S T E ll
HOURS

. 4' u
DATE

05-May
06~May
07~May
08-May
09~May
12-May
13-May
14»May
15-May
16-May

5.00
7.00
8.50
e.00
6.00
5.50
7.00
6.00
6.00
6.50

a 4 v i I, 1 84.

Total Hours
Rate

61.50
$ 90.00

5,535.00
278.75 GST #893148585GST at 5%

_s 5,811.75

vewu~@n i

GIL 1:91:48
..-opT

IHDCLI plea_se mom °°°°"e£88"z"' to Accusourae Inc.

_ J 0090

W
611 0?

FANY

I IDD
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*s IDo
s Y 8981843128
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È z9i¢u
mm Giacwnt
Parent.
Total me
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I
*'* »,.= L / ._,*' Reference

Client

Invoice No. : 43215386
CAOOI-11688588
60117994

September 25, 2008
KPMG LLP
Suite 200 Yonge Corporate Centre
4100 Yonge Street
North York ON M2P 2H3

Mr. David Bronicheski
Algonquin Power Fund (America) Inc.
2845 Bristol Circle
Oakville, ON L6H 7H7

Telephone

Teleflex

(416) 228-7000

(415) 228-T$23

GST/HST Number 12236 3153 RT0001

OST Registration 1023774310TQ0001

QU »»4</ (

Contact

Telephone

Steve Southard

(415) 228-7105

Billing for U.S. tax compliance services rendered through September 1
l'I 'l 'I ¢,g,2e0)'

OUR FEE
1, St *M* $ 124,425.00

GST (zero rated: U.S. Corporation) 4
4 a x

$ 8 0.00

$ 124,424.00

4

INVOICE AMOUNT .
HS "We Pvefwr cvfww

'a .4 H an

Q L80 I

.}f7{'T"'
1w e

QM.. 2608 8é"/11
8 ? ewes:

i/wr> i.04>0f 420.42 c>:wg. mol (up

'~»

14"

'"'§}g;} sat 08988
/

3

A fem
Payment is due upon receipt
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a

,Al/' 'Wiz PJ"

Algonquin Power Fund (America) Inc. & Subsidiaries
Billing demiifor UIS. tax services rendered
from May 16 through September 15, 2008

Tax Compliance Services Billing

Additional progress billing for preparation of 2007 federal and state tax
returns for APFA and its subsidiaries / affiliates $ 113,500

Calculation of 2008 2nd and 3rd quarter estimated tax payments and
preparation of payment vouchers. 5,000

Disbursements and Administrative Charges

Out of pocket expenses including travel, meals, telephone, word-processing,
graphics, courier, and administrative support (which should not exceed 10%
of total estimated fees) 5,925

T o t a l  ( C D r ) s 124,425.00

M:\CIien1x_2006M\AL(l»0NQUlN POWER CORPORATION INC 16012022 l\8iliing\2008-09~2$ Algonquin Power Inv. 4321538<> 410:
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Disbursements, including out-of-pocket and secretarial cost

CPAB participation fee surcharge at I.6% offers for audit and
related services rendered on this invoice.

GST

INVOICE AMOUNT

For professional services rendered in connection with our review
of the third quarter interim unaudited financial statements at the
period ended September 30, 2008.

Attention: Mr. David Bronicheski. Chief Financial Officer

Algonquin Power Income Fund
2845 Bristol Circle
Oakville ON L6H 7H7

January 28, 2009

VS]

fl21

,glvgg

l
quo u • -' I . la»l¢.} .°:  \": '. . r  or

" l  " ". . in_.  r . l  |= g. - . -  s». : _. g
. '  I S "lj"e.' §3':»'4'* J._;,§._ _g

(0490. r

~r

5121

Contact :

Telephone :

GST/HST Number 12236 3153 RT000l
QST Registration 1023774310 TQ000 l

Telephone :

Telefax :

KPMG LLP
4100 Yonge Street, Suite 200
Toronto ON M2P ZHU

Invoice No. :

Reference :

Client :

~02~ i 1 2029540.00

e
-

r i
£~ I P

1.
.\*..

s

$

Frank Klemenchuk

(416)549-7803

(416)228~7000
(416)228-7123

C 43310774
CA00l-11776320

601 107] 1

47,397.00

4,590.00
454210.00

40,000.00

FT X28

2.257.00

M

QW U b b oJ\

Q I. of QS._.
A m,,/732

0 9 0
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Payment sol
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APPROVED . l o w

PAID

1

I EXHIBIT

43326496Invoice No

R§f6l'8l\C8 1

0 4 m :

*.c¢=~oo1.11773696
60117994

February 13, 2009 KPMG u.v

Suite saw Cummorce Cain West
199 Bay Saws
Toranw ON MBL 182

Talaphonm (4151777.8500
Tela4ax: 44191 Massa

Algonquin Power Fund (America) inc.
Attention: Mr. David Qronicheski

2845 Bristol Circle
Oakville, ON LSH7H7 GSTIHST Number 1223631 $3 RT000I

GST Registration 1oza77asaoTc00o1

COfi\80\ :

T8IeDi\ut\8 :

Kano Chan
(418)777-6185

For prcfesslonal services rendered for the period ending
January 15th, 2009 as kxdicated on !he attachment. CDN s 23,100.00

GST (zero rated) 98$17£ 0.00

\

~Ii?~ 2 15 238:

ll is  t i  1* I l  3 . f

Total Invoice Amount CDN s 23,100.00

1 / 973~ / @ $€/ V 199

CO -or

?)23*zC3{jj_'5' . 4.11 4

e /~8/.~"-"

oosr GODE

.....».. ......1.. .......*»».....»....»......»»».......-..~.~..»-»¢..¢-.». ......-..`..
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.1

I |  I
JAM" :=,?;w»5755 Algonquin Power Fund (America) Inc. 8: Suhsidi8ries

Billing detail/or LLS. lax services rendered
#mm September 16, 2008 enough January 15.2009

Billing
Tax Compliance Service:

» Final billing tor preparation MMO? tax teunus Sur APFA and its sllhwsidimrics /
ufliliates, including wmbiavd S8148 (IK :Emma for Arial. Califvmia, Nlinoi$,
Minluasmha, New Hampshire, Vermnvnl, Ami also pupargtion of'IIe:us combined
franchise sax r

s 14.500

> CaluulaUon of20084m quanaesrimuled my pwmfmezlrs and pnpauumlon of paymcnt
vcllclwfs.

3,500

y Miscellaneausilensrelarledto l)respqnsosto variousimdcIalandsnuntaxnodees
wish respect to2007 ac we, including prepauwniicn of uddltialuul forms and sehuxiulu
whew necessary, ands) eonespondemee with Ray Kinoataiia regnirulirsgexempt smphls

4.000

Dinbuusemnta and Aninninlsrlralive Charges

> Out of pocket expenses including navel, meals, lvelcphone, wsu!-prccassiug, gxuphics;
cam-icr. and administrative support (which should nm exceed lo% oflotxl estimated
fees) 1.100

Total (CDNS) s :moo

3
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GrantlITzomtorr

February 28, 2009

Algonquin power Income Fund
2845 Bristol Circle
Oakville ON L6H7H7

Remit To: Grant Thornton LLP
350 Burnharnlhorpe Road West
Suite 401
Mississauga. ON L5B 3J1

Attn: Mr. David Bronicheski 12194 0282 RT0001

CLIENT #50000

To PROFESSIONAL SERVICES INVOICE # 228513

For the period ended February, 28, 2009

rProgress bitting in respect of preparation of exempt and taxable surplus calculations 39,
for the Algonquin Power Fund of America Inc. group. \ 7 `2.

8
"4

4

8

»l;=z~
OUR FEE: 515,000.00

<4

. 14

Review of US and Canadian year»end corporate income tax provisions

OUR FEE: $8,100.00

Admin fee (3.5%) $808.50 Q / I 45/19. 4~
.-.I - »¢»l»v' .gif-plmr

31 GST
$23,908.50

1 ,195.43
525,103.93

1
G/L go

9
we. '9-5'L'»D,;:'Z?I. . 6 1  f i t €8"7>=F35*O

/Joan . ,\

84//'
M

*

§Illi89..Q!£ili!

Rosa# Buzz Pea;
20° Be al. aw as
19m Floor ewe 'raw
Tofcntu0N usa299
T aways-moo
F 4xa~aan~494¢
E Twon4¢a@G1a11l¥'11m*°n cm
w www.Gw0\Thoml¢°n ca

Make payment's) payable ro Gran!Thornton LLP

»s»¢u » 'fax ~Mviaaq,~
Gavmnwevaxxv. Aczanawaw =aun=»»¢vcw¢v»»-ma wwumzx anxaovmuvuuaaananvwupnwwvwuwmaunnal mwmmlfwvavwwnn
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GrantThomton

February 28. 2009

Algonquin Power Income Fund
2845 Bristol Circle
Oakville on L6H7H7

Remit To: Grant Thornton LLP
350 Burnharmhorpe Roach West
Suite401
Mississauga, ON L5B 3J1

Attn; Mr. David Bronicneski 12184 0282 RT0001

CLIENT # soooo

TO pRoFf2sslonAL SERVICES INVOICE #225513

For the period ended February, pa, 2009

Progress biiiing in respect of preparation of exempt and taxable surplus calculations
for the Algonquin Power Fund of America Inc. group.

OUR FEE $15.000.00

Review of us and Canadian yearend corporate income tax provisions.

OUR FEE; $8,100.00

Admin fee (8.5%) seoaso
GST

$23,908.50
1,19543

525§103.93

U A

nuawnmu
Royal Ban& plaza
2998*Y ex. Box55
:em ruxw Serum The:
To¢on&°on M9J ave
TO w»aoa~o1w
F 418~a60~4u4a
E T<1mnmo@Gran1¥lho1nu:nca
w v4wn,6ranffhovv1%on.ca

Make payments)payable to GrantTnomron LLP

Au¢li¢°Yax¢Ad\ms4°4y
WMWUMWWAMU4MM¢=WMGmrWMMMMWMW A&ao¢¢~¢uu»w~v\w=ef =v~u 28 sans*u¢<2\uqe¢¥u¢»annvr§rnum aw maum;1a14 w.wra4\$s¢aa¢ Mia
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I

\

3aZesL / Invvicess S5§.ES5U908lKH34238

awouaunr mm :moms fWD
2845 Bziscoz Circle

Qakviile the we Vu?
nm 1'I2?{28lJ9

Rlqcnquin Fewer ma America
2845 Bris\o1 llircln

Qakvilke £244 Lia!! ?H"3

§*ur<:imse Qraez cwztower ID
108989933

S a le s pe r s o n xv Shippirxg rwznw
Fm

Paysaenn terms ID
nm; 30

mm; Inv43317*6*196 289 'fax Sax VS$81, 728.89

9 8 s I if1 r

~»m>¢rc>:1 <1

p a s

"Up. 3 8
,,<

."'tz<l - C9090 8 8 4 5 8
x 4

GGST sons

m a m a ;
l i i sc
Tax
F i g h t
Trade Mvacmnt
PayulsM
Total Due

U$$11l'I20.89
usso.00
usso.w
\IS$0.00
uss0.w
11550.00

US51l.'l20.E9

\



GrantThornton

April 30,-2w8

Mr. David Bronicheski
Algonquin Power Income Fund
2845 Bristol Circle
Oakville ON LGH7H7

Remit To: Grant Thornton LLP
350 Bumhamthorpe Road West
Suite 4G1
Mississauga, ON L5B 3J1

BN 12194 0282 RT0001

TO PROFESSIONAL SERVICES

CLIENT # 50000

INVOICE #220306

Rendered in connection with:

Review of March 31, 2008 first quarter Canadian and us tax provisions $8,450.00

Discussions, research regarding possible foreign accrual property income; and
discussions regarding financing 2,150.00

371.00Administration fee - 3.5%

19l8'CEfVE0~ , gr M
4

81 i f 53
GST

at

§1?3*?~tEiOJ~lg)

l¢.?@!'/1'%* 7'/%
G~i.,,.58-3-67

$10,971.00
548.55

$11,519.55
'cQr.43>A¢,l¥

m#
32

8
2
h
Ty e;

A~r=pf~§<>v,t8g i Ir
Q. 4

5) , z *gnu .L.'38i / - 8  W 7"Z8l*7/%"6
JQBsf

i
1

I
s

FAWD 'Q

. /" '  . , ,
( " ' ,

./'

, . J

*-w<,»,,,,,*,

3098 O¢0LL1c~2" cm »/14M

Make payment(s) payable to Grant Thornton LLP

8lllinqAddress
Royal Bank Plaza
zoo Bay SI. Box 55
19th Floor South Tower
Toronto ON MSJ 2P9
T418-368-Q100
F 416.268.4949
E Toronto@GrarntThornton.ca
Amen he v Advlsury
8ran¥ Th0'l\i00 LL9, AGama<iinn Anwar of G¢aniThw\'\\°n Knhawnuliunal Ltd All accawws outstanding nvnr so days wan be ehamad interasi at me Mae nU I 92% per rmnM (18% per annum) until maki.

Kl§E=i.i
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GrantThornton

April 30, 2008

Mr. David Bronicheski
Algonquin Power Income Fund
2845 Bristol Circle
Oakville on L6H 7H7

Remit To: Grant Thornton LLP
350 Burnhamthorpe Road West
Suite 401
Mississauga, ON L5B 3J1

BN 12194 0282 RT0001

To PROFESSIONAL SERVICES

CLIENT # 50000

INVOICE # 220306

Rendered in connection with;

Review of March 31, 2008 first quarter Canadian and US tax provisions $8,450.00

Discussions, research regarding possible foreign accrual property income, and
discussions regarding financing 2,150,00

371.00Administration fee - 3.5%

GST
$10,971.00

548.55
$11,519.55

Payment Copy

Please Return with Cheque

Billing Address
Royal Bank Plaza
200 Bay St, Box 55
19th Floor South Tower
Toronto on M5J 2P9
T 416-386-0100
F 416.350-4949
E Toronto@GrantThornton.ca

Audit » Tax Advisory
Grant Thornton LLP. A Canadian Member of Grant Thornton International Ltd

Make payment(s) payable to Grant Thornton LLP

All accounts outstanding over 30 days will be charged interest at the rate of 1 V2% per month (18% per annum) until paid.

Kl"~£i
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» Invoice No. :mm"~...>. #J T *JM
Reference

Client

43139627
CA00l~11553398
601 10711

June 26, 2008
KPMG LLP
Suite 8300 Commerce Court West
199 Bay Street
Toronto ON M5L 182

PRIVATE AND CONFIDENTIAL
Algonquin Power Income Fund
2845 Bristol Circle
Oakville, ON L6H7H7

Telephone

Teleflex

(416) 77778500

(416) 777-8818

Attention : Mr. David Bronicheski, Chief Financial Officer

GST/HST Number 122363153 RT0001

QST Registration 1023774310 T00001

Contact

Telephone

John Krukowski

416-777-8579

For Canadian tax services rendered for the period ending January 31 , 20081

OUR FEE $ 7,700.00

GST 385.00

INVOICE AMOUNT 9 J. S; 'g
g
4
IM E

S 8,085.00

is v Ki :iNi

90251 'Tm<S@/»/l0€& 8 ;Q f ! ;.

vawwa HE
f

I

FiE(3Eiv£8D

tw 124° (03
l§Agly

I too)

Gui.. 9893

PQOVEQ

look I »oz>c>@ 8lz;Q1l
8 6 2 8

ex C>@>(;>

I

""';%z>" COST CODE

g

Payment is Jo on receliil
M 4/m»m»wm 4

Q m w a l
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Algonquin Power Group
Canadian tax services billing details to January 31, 2008

I)esc1-intion of work A mount Billed to

Assistance provided with respect lo the tax audit by CRA al' APFC for the yczus li'om 2001 to

2005 including the following: 42,900 APFC

Reading the information request from the CRA auditor, various discussions with APFC
regarding the information requested and approach

Various discussions and research regarding taxation years that arc statute baned and CCPC
status, request for signing of waiver by the CRA auditor

Various discussions regarding settlement of Franklin Notes. research tax implications and

prepared for appropriate reply to CRA auditor's questions, deductibility of legal fees

Carrying out a review of management agreement, various discussions regarding allocation of

management fees to US companies

Read CRA audito1*'s letter regaling inl'ormzuion required and issues raised, review of letter

prepared by the Fund in response, several discussions, research and preparing response to

CRA's letter'

Attendance al a meeting with CRA auditor to discuss the issuucs raised by him and providing

our comments thereon

Review of schedule prepared by the Fund after incorporatingCRA's proposed adjustments aux!

claiming CCA lo minimize tax impact in the taxation years subject to amil

Review of notices of reassessments issued by CRA and discussions in compare with the
adjustments propose by the CRA auditor

Review of notices of reassessrne-nts issued by Ontario in response to !`ederal adjustments,

research for tiling of notice of objection, discussions with Luisa regarding missing notice of

assessment, compared with CRA's adjustments

Services relate to potential acquisitions of PPL Gas Utilities and Northern Utilities, Inc.,

including assistance with developing structuxiug alternatives, assistance with due diligence

and modeling issues, numerous emails, discussions and meeting thereon
Algonquin

43,000 America

,QLUZAPreparation of revised steps memo for in-house loss utilization plan involving APEFW/APPC
and providing revised analysis including rcsulls of research on alTiliution rules, research for

general anti-avoidance rules ("GAAR") and other related mailers clueing the period

I

18,300 APFC

3,500 Ai1'sour<:c

Assistance provided in reviewing draft TO tax return and the information for CDS reporting

purposes of Algonquin Airsource LP for the year ended December 3 l , 2006, including various
discussions with Peter Kampian thereon
Various follow up discussions and providing additional information as requested by the CRA
for Tl 134s tiled under the voluntary disclosure program for prior years, review of forms

Tl 134s for the year' 2005 for various entities and provide comments thereon.
Various discussions regarding transfer of power' generating facility (the "Fncilily'°) by St. been

Wind Energy GP Inc, to St. Leon LP including review o1` election (lOrd T2059), read steps

memo and other documents on transfer of the Facility and providing comments thereon.

l,5(J0 APFC

1,000 St Leon LP
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Research legislation regarding energy rebate opportunity, manuiactnreres rebate and providing

you with a letter summarizing the information requested, discussions and request with the
Ontario authorities for clarifications on certain issuer

4,800 APFC

Various discussions regarding implementation of SIFT lax due lo its elmctmcrtt, discussions

regarding incorporating and developing new worksheets to calculate funltc lax relating to flow-

through entities and implications on current and future tax calculations

3,400 APIP

Review of tax returns of APPC and APEFW for the year ended December 3 l , 2006 and
providing our comments thereon. APFC /

1,700 APEFW

Review of infomuttion provided for Crossroad reorganization in the U.S. in 2007 and its
implications for Canadian income lax purposes effecting surplus calculations

2,500 APFC

3.600 APFC

4,000 APIF

Attendance at meeting on October 4 to discuss tux issues and various matters relating to lax
compliance
Preparation of update on various lax issues relating lo the overall Canadian structure and

December 18 meeting with trustees and management to provide update on tax matters and my

opportunities
Miscellelaneous questions raised from time to lime, including information on functional

foreign currency reporting, providing corporate income tax rates for tax provision purposes,

discussions regarding creation of new company for administration al' expcncses and payroll,

etc.
Disbursements and administrative

1 ,200 APFC
6,300 Various

Total fees 137,700

Bil led to:
Ail'S()]_l1'CC
St Leon LP
APIF
Algonquin America
APFC

3600

1000

7700

45 l00

80300

137700
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5 GrantThornton

July 31, 2008

Mr. David Bronicheski
Chief Financial Officer
Algonquin Power Income Fund
2845 Bristol Circle
Oakville on L6H 7H7

Remit To: Grant Thornton LLP
350 Bumhamthorpe Road West
Suite 401
Mississauga, ON L5B 3J1

BN 12194 0282 RT0052

To PROFESSIONAL SERVICES

CLIENT # 50000

INVOICE # 222285

Rendered for the period to July 31, 2008 in connection with the review of June 30,
2008 second quarter Canadian and US tax provisions. $7,100.00

Administration fee (3.5%)

GST

248.00

$7,348.00
367.40

$7,715.40
1
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Billing Address
Royal Bank Plaza
200 Bay St, Sox 55
19th Floor South Tower
Toronto ON MSJ PQ
T 416~366-0100
F 416-880-4949
E Toronto@GranlThornton.ca
W .GranQThomton,m

Make payment(s) payable to Grant Thornton LLP

Audit - Tax Advisory
Gran! Tho¢nl0r\ LLP, A Canadian Member of Glam Thomson nae/national up All accounts outstanding over 39 days will be charged interest at the raw of 4 72% per month (18% per annum) until paid

i<l§»{}
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GrantThornton

July 31, 2008

Mr. David Bronicheski
Chief Financial Officer
Algonquin Power Income Fund
2845 Bristol Circle
Oakville ON LGH 7H7

Remit To: Grant Thornton LLP
350 Burnhamthorpe Road West
Suite 401
Mississauga, ON L5B 3J1

BN 12194 0282 RT0052

CLIENT # 50000

To PROFESSIONAL SERVICES invoice # 222285

Rendered for the period to July 31, 2008 in connection with the review of June 30,
2008 second quarter Canadian and us tax provisions. $7,400.00

Administration fee (3.5%) 248.00

GST
$7,348.00

367.40
$7,715,40

?uymenf Copy

Please Return With Cheque

I

Billlr\q_ Address
Royal Bank Plaza
200 Bay St. Box 55
19th Floor South Tower
Toronto ON M5J 2P9
T416-366»0100
F 416-360.4949
E Toronto@GrantThornton.ca
W www.GrantThomton.ca

Make payment(s) payable to Grant ThorntonLLP

Audlt Tax ° Advisory
Gran! Thcrruon LLP. A Canadian Member of Grail Thomson international Ltd All accounts outstanding Over to days will be d1arge4 interest al the rate of 1 72% per month (18% per annum) until paid.
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Invoice No. : C 43168196

Reference

Client

CA091-I1553398
6011071 1

July 31, 2008 KPMG LLP
Suite 3300 Commerce Court West
199 Bay Street
Toronto ON M5L 1B2

PRIVATE & CONFIDENTIAL
Algonquin Power Income Fund
2845 Bristol Circle
Oakville, ON L6H 7H'7

Telephone

Tetefax

(416) 777-8500

(416) 777-8818

GST/HST Number 12236 3153 RT0001

OST Registration 1023774310 T00001

Attention: Mr. David Bronicheski, Chief Financial Officer
Contact

Telephone

John Krukowski

(416) 777-8579

Interim billing for tax services

OUR FEE SO 15,000.00
8 *g

go*
9
9.// if

GST 750.00

2 388%ile.. §
#J SB 15,750.00INVOICE AMOUNT

£:1

5
8;

1/ I' 4 .1 x 4 ,

*4#"~ W aw
"8 = . ; ¥ ~§  1 1 . 1

a
I
i
?
Ee
x é °,¢ 3 ¥ v 'e § % '=. l~J &'

/wu /< /'/

iii/L X.

41I" /Q ,~/ -==w;>»»»-=;t,= -»8*!/0 »~.»::fv%'l
"};lnl::»§4i3\,;;8?;§"

.~., , . . . ,...

l=>Axr; OG8T CODE f

Payment is due upon receipt



0
I

J

PMG Reference

Client

Invoice No. : C 43i68247
CA001-11719120
60110711

July 31, 2008
KPMG LLP
Suite 3300 Commerce Court West
199 Bay Street
Toronto ON MSL 1B2

PRIVATE & CONFIDENTIAL
Algonquin Power Fund (Canada) Inc.
2845 Bristol Circle
Oakville, ON L6H 7H'7

Telephone

Teiefax

(416) 777-8500

(416) 777.8818

GST/HST Number 12236 3153 RT0001

QST Registration 1023774310 TQ0001
Attention: Mr. David Bronicheski, Chief Financial Officer

Contact

Telephone

John Krukowski

(416) 777-8579

Interim billing for tax services

*Ti
4/ 'Q 1)

I
V ;
E 9

OUR FEE Z

s

$ 35,000.00

GST
9 YA /E?3

0 ¢ g (?9

:4,

1 750.00

INVOICE AMOUNT
. 4

1»

4

E,

£*=;

rr *
*%

] s s 4 a. g
,1 g 1
1 » » - S 36,750.00
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Payment is due upon receipt
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Reference

Client

Invoice No. : 43287493
CA001~ 11756654
60110711

December 24, 2008
KPMG LLP
Suite 3300 Commerce Court West
199 Bay Street
Toronto on MSL 1B2

Telephone

Teiefax

(416) 777~8500

(416) 777~8818

Mr. David Bronicheski
Chief Financial Officer
Algonquin Power Income Fund
2845 Bristol Circle
Oakville, Ontario
L6H 7H7

GST/HST Number 12236 3153 RT0001

OST Registration 1023774310 T00001

Contact

Telephone

l
0

D
4

John Krukowski

(416) 777-8579

Interim billing for tax services

OUR FEE $ 22,000

GST 1.100

INVOICE AMOUNT s 23,100

/0cwfd 4 66199
" " ""*" - ¢ANw» n » . n.-v .
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Payment is due upon receipt
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rim invoice No.
\ 'J

Reference

Client

C 43139839
CA001 _11668964
60110711

June 26, 2008
KPMG LLP
Suite 3300 Commerce Court West
199 Bay Street
Toronto ON M5L 1B2

PRIVATE AND CONFIDENTIAL 4
wet in (America) inc.c

Telephone

Telefax

(416) 777-8500

(416) 777-8818
c/o 2845 Bristol Circle
Oakville, ON L6H '7H7 GST/HST Number 122363158 RT0001

OST Registration 1023774310 T00001
Attention 1 Mr. David Bronicheski, Chief Financial Officer

Contact

Telephone

John Krukowski

416~777.8579

For Canadian tax services rendered for the period ending January 3 l, 2008:

OUR FEE P 8 s T E 8 S 45,100.00

GST EXEMPT 43 2 9 2808 .00

INVOICE AMOUNT mr a v ia a i a $_4MQQ-Q9 CDN

OR S 45,190-Q8 us

e

xfemnofa ED
4

RECEIVEI3

iv IQQ [aV 5

4

C/"
G/L C895

*Z'51`o 3810. 1 Dz>c\f;>.74438
JGE3 #

*i
I

84

"3 I
g

APPRQVE8

1985* <;{)sT Cu5§ *-w*

Payment's usu p r e  e  t #www
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Invoice No.

Reference

Client

C 43139906
CA00l-11642718
6011071 1

June 26, 2008 KPMG LLP
Suite 3300 Commerce Court West
199 Bay Street
Toronto ON M5L 1B2

PRIVATE AND CONFIDENTIAL
Algonquin Power Fund (Canada) Inc.
2845 Bristol Circle
Oakville, ON L6H7H7

Telephone

Teleflex

(416) 777-8500

(416) 777-8818

GST/HST Number 122363153 RT0001

OST Registration 1023774810 T00001

Attention : Mr. David Bronichcski, Chief Financial Officer
Contact

Telephone

John Krukowski

416~777-8579

For Canadian tax services rendered for the period ending January 31, 2008 :

OUR FEE

GST

$ 80,300.00

4.015.00

INVOICE AMOUNT 315.00

SQNMQ <9/»
J'

RECEIVED

\WIQQIDY
PANY 64 .9092

4.C3>Q73>O
Al*p9ov8o 3'é"1li"

pAla . COST woe

p  0  S  T  E  8

.a 29 2888

Q 8 x v i 8K

Payment's due upon receipt
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EXHIBIT

INVOICE

Date: 1-0ot~08

Landlord: Algonquin Power Property Limited Partnership

Tenant: Algonquin Power Trust

Monthly Rent
S per Square Foot Square Footage Total

Basic 19.75 14,981.32 24,656.76

Sub-Total 24,656.76

GST6488208 3017 RT0002) 5% 1,232.84

Total s 25,889.59
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INVGICE

Date: l-Apr~08

Landlord: Algonquin Power Property Limited Partnership

Tenant: Algonquin Power Trust

Monthly Rent
S per Square Foot Square Footage Total

Basic 19.75 14,981 .32 24,656.76

Sub-Total 24,656.76

GST (#882083017 RT0002) 5% 1,232.84

Tote I s 25,889.59

~¢wi4*»4» J
*E A / \  ~ *~ j  ' ;

r  ; . ; , , , t , . ¢ ¢ , . . ~. f¢ . . ;$ . .¢ § = e

.-J3;l1l W
. 5 3 2 u ..'~.~¢z. 414/88~

95 "?_;,8 I!"M
1~»~nv» mp/ »4¢»~vw »0

. . 9 P :v

Myu -4 3

34
I

9
1,
7
a
i

8

go

e

6

4?-Q, r
rw» ~ » * » . »

, 7 ».» w
I ;*5-13ia,-$J

I 00! r;>z:>wo 1~z;>;agf4? <:zs»p»;>
k 1*

X».»r4,< 49
s
P

:mQw»»v-.v< 4 vAu¢¢¢¢lmlll¢0¢l06¢¢n/ *  0 - Mr

~\ s*.  4 2 `
F J

a

z

I

3' 1

vnmvnvwwnvvvv

xs!*.
a!

m~»» ~. a .
. , . . ,.,,.,..,.*,,,,,,



n a

•

INVOICE

Hate: I-May~08

Landlord : Algonquin Power Property Limited Partnership

Tenant: Algonquin Power Trust

Monthly Rent
S per Square Foot Square Footage Total

Basic 19.75 14,981.32 24,656.76

Sub-Total 24,656.76

GST41488208 3017 RT0002) 5% 1,232.84

Tata I s 25,889.59
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Date: I -Jun-08

Landlord: Algonquin Power Property Limited Partnership

Tenant: Algonquin Power Trust

Monthly Rent
S per Square Foot Square Footage Total

Basic 19.75 144981.32 24,656.76

Sub-Total 24,656.76

GST (#88208 3017 RT000Z) 5% 1,232.84

Tata l S 25,889.59
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INVOICE

Date: l»Jul-08

Landlord : Algonquin Power Property Limited Partnership

Tenant: Algonquin Power Trust

Monthly Rent
S per Square Foot Square Footage Total

Basic 19.75 14,981.32 24,656.76

Sub~Total 24,656.76

GST (#88208 3017 RT0002) 5% 1,232.84

Total $ 255889.59
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Total

Sub-Total

GST (#882083017 RT0002)

Monthly Rent

Tenant:

Basic

Landlord:

Date:

,INVOICE
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Algonquin Power Trust

Algonquin Power Property Limited Partnership

I/vQAJ>B90 P

S per Square Foot

x̀&~l̀**

1-Aug-08
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19.75
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Square Footage

14,981.32
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4

$ 25,889.59

24,656.76

24,656.76
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1,232.84
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INVOICE

Date: I-Sep-08

Landlord : Algonquin Power Property Limited Partnership

Tenant: Algonquin Power Trust

Monthly Rent
$ per Square Foot Square Footage Total

Basic 19.75 14,981.32 24,656.76

Sub»Total 24,656.76

GST (#88208 3017 RT0002) 5% I ,232. 84

Total s 25,889.59
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ALGONQUIN PROPERTY LIMITED PARTNERSHIP

2845 Bristol Circle

Oakville, Ontario L6H7H'7

\\®~1> /li>pR(»1>-
/1

Invoice No: 2009~01

Date: I-Jan-09 Jo
,i

Qui!
;¢- 1

/

Algonquin Power Trust

2845 Bristol Circle

Oakville, Ontario L6H am 8 < ac

Annual Rental 14,981 sq. ft.x $ 21.82 $ 326,885.42

Monthly Rental $ 27,240.45

GST 5% 1,362.02

Total Invoice $ 28,602.47

GST Registration No. 88208 3017 RT000]
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ALGONQUIN PROPERTY LIMITED PARTNERSHIP
2845 Bristol Circle

Oakville, Ontario L6H7H7

,/\
s

Invoice No: 2009-02 /we~fp»Q*uz>
Date : I-Feb~09

Algonquin Power Trust

2845 Bristol Circle

Oakville, Ontario L6H 7H7

4~¢~ ,

8

2? 83

.g 13 *3 2918
8
'M3

Annual Rental 14,981 sq. ft. x $ 21.82 $ 326,885.42

Monthly Rental $ 27,240.45

GST 5% I ,362.02

Total Invoice S 28,602.47

GST Registration No. 88208 3017 RT000 I

31; 8947.
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ALGONQUIN PROPERTY LIMITED PARTNERSHIP
2845 Bristol Circle

Oakville, Ontario L6I'1 '7H7

Invoice No: 2009-03 *..v .. Q

WBy 4
l

Date: 1 -Mar-09

/ is

FT
'3o4

Algonquin Power Trust
2845 Bristol Circle
Oakville, Ontario L6H 7l~I7

2;- Q

Annual Rental 14,981 sq. ft. x $ 21.82 58 326,885.42

Monthly Rental $ 27,240.45

GST 1,362.02

Total Invoice $ 28,602.47

GST Registration No. 88208 3017 RT000l
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We appreciate your business! l Nils al>pré§i¢ns Notre elientéiei
For account enquiries: I Pour information : s00-ua-9405x6

T

BOX 5500
now MILLS

1

1

ALGONQUIN POWER
FURNITURE ONLY
2845 BRISTOL CIR
OAKVILLE

,~.> 6/>s?= $l'~t,srr .£<> I?nv!=R A

sol n 953 4:  :wuur  MG.
H' bi *J=3':9° e F bE L'A¢HEIlI=:L\R

i

894032192xvr

G RAN D8¢TO\£*

3 2 .  c c m w g n l C 3 4

1

1

ON use ans

5
3

1
{

I

1

I

3

3

I

sysurzus

770989

on LGH 'my

2051~1C2

I N C

'IOTAL asa-
TOTAL PST

sun TDTAL

E "

E
8

E

I

INVOiCE I FACTURE

oaoon

\1;:<.. f ca?~"I.iI¢1£ 4. ,z c

10 I Nv120ob

pAle

'w""3s i'm ....... -......_.

u m A

612
. \?{WQ'¢x'>&

g 5. ; . 8Y' { €8

1 Vwwmu
p 0

X I/@41w@~w°t

2

8
I
i

E

3

i

3 7/2 S" "z9£§3€@/ ~1iié§*::v

1001640701

"3b3T 8808

Sn# m r .¢:C¥J l8i¥ no
re as, {§SIII~',¥"1§ *Ni -..£'.X¥'E£l!!99~i

ALGONQOXN PGWER
lrunxwruars ONLY
2401 BRISTOL CIR
OAKVILLE

*avawv*zrbv

JOB if

x 2; 4289211922 :>ei§~'::.
> =  'wx  =

s s

1:34126/:zona

i

8

3

3558*

>

i

{

612
,,~. , .3

£*8.£A3¥'§ WWAY
88/  p * m1»2s§8

1° fl s 1 e a
xfg-

i 3
M4 ` *

{

SYSTEMS INC

9
x

8

?

7 7 3 7 0 4

ON

n o

l L

LGH 589

lx.

u

}

X 5 8 5 7 2 0

NET 30 raws

~ >, 54A" *(27£

v,

;~.,,. ,

110as.90

s

> : . » » ' , » ~;W "

554.45
091.11

OF a

8:

EXHIBIT

l

{

I
3

F
I
I

<4

s

. J

I
x

vo

x

x

I

;

8
;
!
.8s
!i

paxtaiur  * males . t. €4I  as seen never  i=%m t>A1£ QF 84vlai c € pas? we Ac c ad as
ARE Si}8.8£CT TG a l.AI!i'. go; : s awn chAm4z» fzeumn 5 T0'¥ assents THE mansur  w
*s '!§lf i i§' l i i i .B S n r P ¢ ' & 9 1 $ T ( : ¢ = $ b ¥ Q l l E 8 5 Y H A ! I K ! h e r : a s w a s i i . R a s

L 982: oouznnous nr FAIEREHT $082 fE's..i£5 Aus taarnicinwes C!£8i§8Iil!$ A vmz~1r-\ so. I * MTE Ur:
Facrzua¥u>:¢ fx-saourres1-xaouwnuucc nluoursunsl : nuns ac ass' I
SE RE~£R'{£: Lgr

6 I a lw lu l  i n
mauro:nsuuuunmenmuunnnfwasalunlevlsnclz PAS yes colalncus



r'£8..'C§t 1§.ses.": ms Pp \ To -:: aH.*v£. F up' I 4.4!3 JF ..r.v-

i . ' i ! : ! ! ¢ * ' 3 ' 2 ! ! . 5 ' l * {  i i "  " 0 4 s & : ¥ & : ' . ' z n , ' n m  m ,

we :111'L<1 :on l.s1»= 1*»-°..1a in Cllheu

We appreciate your business! [Nous apprégnrns vane clientele!
For account enquiries: I Pow inkrrmation : 800-471-5(0585

.;.sm1

1

1

JALGUMQUIN power
FURNITURE ONLY
2a4s  sarsm b CIR
OAKVILLE

sox 5508
DON am.Ls
s-nn . Ii: n=::='mm? an

Fe 125. C in\'*. 1 E Ne L*AG»4E'rS\8r=

M 4 1-4 I<¢Jw. T43I£w"=§a A

:it

8940321921vr

1

1

G RAN it* at*<m
Na 4Mll8»rCompunny
Ume campagm081184

i

on MBC ans

\

an Ql_yc9Q8gggg4gg5 :
'rankhoiard tar Hutchoc. Soc Pei ? 5

Vendor 1>nrt#z :canvass
10-Textile 8»rie¢ 8¢1 e¢tion of urnbnsrnnx spasm: et
04!'ABRIC Acer axccxwr :
ncnrr A835 warn Buss
P288 N¢»e¢*rA¢l!BOARr> 70' x 16"
rAGe vft ica 1

uucooaoooowsa
. moons R/HARDNJLHB

vendor Farsi: nnocnwz
:to-»rininh salacuian Aus A Q nom!
' 7 0 - Grom m et . ;  1 .4  4  n oc ks  on  CA B I N I T 3

Pond 0oncwQoR8 H! 8
ma l Office 1

1
?
I
8

1

8

Q48:i>22

sys'rn»xs

770989

PM ! T r U E mcauwss
1;)'i 35:8:. . E FG

1l "Elf lime: RaRum

on

o ma r  9 161173-00
proj¢¢tx001413 Algonquin Wbwst
quote 002 P r i va te  o f f  i c a l

Len 'IH7

:ox-nc;
INC

s

L

s

3~
Z

T 1:

* ' JLv 1

lr~4vorcE I ¥ACTUR§

"W'.»»?e"§'ir"8§}f1l= f»1= " ' " "
LW .A Vu

ooonsa

1_¢*2°?!2288

~@t,_ ,. wwvzf

no

612

. zzaa 9

=".»",.1~ . -r.='\8"3£ii. . .. ,
TIA* .

LES c£»err'!a~= av.: P&M4zaI so'*: .roLl*il qui l'!I'§8§=.°!'i9iII ' f°1.3.
FM! L*Ri\'Fi0*i LII? (1Qil§'!F£ *" '~'»"rf=m:c§. ~,l»Ii2f;l;' 5-u 4 ~f5 :.
==%. R£3ERIJ*1 LP Ei!€5i= ns RF £!'=R tcuu: i.!v::.*.s=r\!¢ Ni. £2.51i48 'w a.

3

'

G8?'T'>' .G.

1 21108

Tvwv

. '

E

{

;

1601540701
an .

225.72

118.26

sue? raxctxx1ar in
re ac csxevfe so a'en°£mnan

MLGOWQUIN POWER
FUENITHRE ONLY
2401 BRISTOL CIR
OAKVILLE

' a <1

x' $49 .< xco. ¥€**9£ K;r4IL*&\

€<::

3

612
,,=.»,

.».

WIT

mszv

.: ¢9.,,
; z~>¢'c<;

3

SYSTEMS nae

3

ON

225.72

773704

118.26

"*r"

Len 5s9

X585T20

mm 30 DAYS

1 or 8

225.72

118.26

.z '§'m'~

é
4
i

384
5

i i
x

PG

I
\
I

I



I
a

s

(i.S..8'*P< .

We appreciate your business! parlous appréqions Notre déentéie!
For acxcouni enquiries: Woad information : 800-47a-9405x6

1

1

1

1

1

:ox-nc;
ALGONQUIN rowan sysnnas IMC
FURNITURE ONLY
2845 BRISTOL CIR
oAxvILLz

f»"L%?281° >2&:m;r :€»;a=4v#r<r E

BOX 5500
DON MILLS ON MSC 31.5

5(»Z .S  up  b cco lmr  no

RI £4-I .sweswi. mi L°Ann=.rr.un

894032192RT

1

1

1

1

1

G  Q A  N  D 8 ¢ T O \ C .
An can-r Company
Ume compqnlc nl lur

:A GBL00000002155
Full-to-floor. left padeotal d

Vendor pernzh AJ672a4n
20-Finish Selection Aw AVANTBHOOD HONEY
50-Due Saleczion AH Avznrr noun!  has:
70-Gzouunets Ra mea- POSITION 2
prod DolcxsInl3L-E LEFT pnnAs'rAx. DESK
' nm off ice 1

pA aucooaooooevss
LATRL ans/xnzsswacu cnznsuu

Vander patch A2¢72LKR
21)-!inish selection Awa AVMNTIIWOOD HONIY
to-nan pA KEY Ann;
50~Blll Bolection AB AVA!! !  noun* SKS!
70-Grommets is !0G2- POSITION 2 z
80-misc./HAnDLEs ms srwxa Hmmm/i>uIJ.»
P t v a d  D Q I G H - l ' 1 ' R L  r I m : / x n l x s n c a  e n z i v n l z a

m c : o u x u  1
:A 9ug9900000(995

Tnckhoard for W ucchas. see pry
vendor puxth xravozs
1Q-Textile Suriel Selection 04 UPHOLSTIRY mart 04
04vAnnIc we Accnwr
Acrrr AC35 wnxm BEIGE

BA GUC00000007697
24" dew extens ions. Two Varro

Vendor Pazti tx Aauzn
to-nni ih soheeion gnu AvAn'rxwoon3 noun'
50-Bane sanction AH AVANT noun Bi\81
55-Medan:-.y Panel 31 MODRSTY 9an8z.-3/A
'70-Grounotn FT TOG2- POSITION 2
prod Dslcx24" man EXTENSION
1-mx Of f i c e  1

:A <4uc000000040e9
OPEN Runes w/cnoszv BACM

S

770989

ON

Vendor Parch Avzaocn
20-Finish 8eloa¢ion Awe Avnmlwoou noun
50-sau Selection AH AvA»n- noun agwz
Qxroé UOSCIOFEN Hoq'¢8 w/cnosxo
TAG1 Of f i c e  1

L6H 'my

INVOECE 1 t'*ACT8RE

oooou

llsT.iT.y8.

i3
8

1001640701

541 .oz

217.62

360.72

ses.ss

sir vo acccurnmc.
'NF as ¢anprL Ne a.r.xvémenn

zmnaouaum POWER SYSTEMS INC
FURNITURE ONLY
2401 BRISTOL CIR
GAKVILLE

NIT

aw:

NIT

3

UN

773704

217.62

517.02

686.88

360.72

..~ ,,,, , . , . Ml( ,¢,».i*<~»¥

Lea 589

<

2

$47.08

sss.aa

360.12

217,52

OF  a

in '

i

v <
; X

g
I

¥ispa
;

P G

FG

£
£

»is

9

1

f

x
§
i
r

.4

IF

mvtaarn fsannsmas AS aw ET £86999 *Miki DAI£l£ QF IRVQIPCE PAM newAazfzfuln is
me $Ul8JEc̀! !bE fa LMP: vxwanu 884938. Owen a :no fm18t=sr»*ES ¥i*I?:. 5̀¢t4149 IO
Yi£T¥{ilcii I) §H§Pl¢t§§94T'9 H) <$*IST<lH$:38 Tilt? UC* we l1i:i'.! was: ̀ {£Rll$

Les crnumxwzs SE #Auxui1:1 ¢88 :sues -am; laeutlonuees cwmue : mum (go IJ*» :we BE
i'£C.iEIEQATION Les (X us F43 canon GRAN!! a iv
se r=.%$£r<V£ LE man EXE Asa £9118 TOGTE L¥'4'R€$68 AU cum ax P!rES9eF{2 II PAS sos coaaxnous



We appreciate your business! lieus apprégions Notre ciientéie!
For account enquiries: I Pour information : 800-478-9405X6

1

f38. VI .P.l3.

,. -495i .

1

1

1

1

1

Anaouovru POWER SYSTEMS
FURNITURE ONLY
2845 BRISTOL CIR
oaxvrnnlz

BOX 5500
DON MILLS QN Mac
mm Ra a:a':;4;:n in
Ng DE C'(!'léPTt: 95 Lmurti we

911318 8888188 Ti) r pA{£'8 ,a

.~9

894032192RT

1

1

1

1

1

G RA N D &`¥0Y**
An0GI \r Company
Um compagnh 0Mu1Mlx'

an cucooouooovssv
. 24" deep extensions. Two narxo =
5 vendor Par ts: nuns ;

20-t'j.nish Beslection AW!I IW1\N'rEWOOD aozwur
50-Baca Belsction AB AVANT nomad BASE
as-uoaeaey nun 34 nonssw taunt-jan
'IN-Gromncts FT rosa- POSITIOM 2
Prod DeBcs24* D8EP nxzrnmsxou
'PAG1 Office 2

(

1:A

al G!l¢000000058$'7
36" x 72" right: 1inqla pedesca

Vendor Partztiz Aas7zsnz 8
20-Finish Sslectzion mm Avnxwzvznonl Horan
50-Moe Selection AH AVANT noun! Blksl
70-Grcuunacs PP !OG2- POSITION 3 g
Prod De£¢x8Il¢Gl.E RIGHT PEDI\8TAL mzsxr
i n ; off iec 2

aucoooaooosa6a ,
Left lateral tile/knecspace Cr

vendor Paz-C#¢ Aznzmm
20-Finish Selection AWK AVANTBNOOD HONEY
40-nm4 pA KEY anznuz
50-Base Selection AH Award* nom! mis:

Prod Dsacx'rACRBOARD 70" x 16"
'mal office 2

BA aucooooooomosa
: moons W/Ilhgppmgg

v e n d o r  p - r u m  n n o o n n I
20-Finish 8o1¢ction AW!! AvAxn'x~m4ooQ HONEY
70-Gra l\ ' INQ\ : l LE 4  Locus  ON CABINET ;
Prod DaacxDooRS W/HARDWARB i
'x'A<41 o f f i c e  2

nm GUC00000004089
i Ann uwncn W/CIDSBD nncx 1

Vendor Parris Avzuoca 8
20-rininh selection Awe AdAm~zuooli bonny
50~Bns¢ Selection MH .\vAn'r HONEY BAse
Prod DescxOPBN HUTCH W/CIQSBD aAcx=
~rAa1 Office 2 .

770989
3L5

ON Len '/HE

29$1..n¢*

I N C

L.,

gym

m€=w.~4 :>¢?~2fnr*ae aiaw¢v3.=¢w"
snv0Ic& I FACTURE

000928

w,:w.* ax I  x 4 8
J Fm

10/27/2008

fa:

Sm*

612

Q.S.T.'T.'?.€'2.

E

,

I

1001640701
ow r:

686.88

541.02

211.52

360.12

2 2 5 .7 2

Sam# go uzcczuu r NO.
re t>e:<:<>ut»»n= use wzxvéxwnan

ALGONQUIN POWER SYBTEMS
FURHITURE ONLY
2401 BRIBTOL CIR
onxvInnn

.

.111/36/2665>.=

g

I

4

oz f f
612

.¢ .. Ra
*a

NET

NIT

NIT

HRT

nm-

586.88

s47. 02

ON

217.62

773704

360.72

825.72

..1.4 :

Lsxz 589

E
4

3»

INC

x 585720 .

NET 30 DAYS

< » , f * = s . w s  : »  m " ; s =

!!uvi£

/ r : $. : : #< ' , ¢ ¢ 'm /

3 OF 8
' i

686.88

547 .02

217.62

Jenna

225.72

;

' , ;

=s»G

'pol

PG

PG

PG

;

l
\

PAYHHIT Venus A245: no .z.\=. so aaxws tnam BAYE ask l¢.'va¢c& p r  we m'.c<a=n=s
wt s1/e4e<:1 In A 5 ' :  » .v» 42.49 c i l.aHGt€ GRAN!! a rw 8!=:s£R'¢5$ ¥%i¥ Raw. w
\¥¥¥8ll9'l.9 S}§P!.§£.Iilf€ or {.l.',T£58E95 rfgge x> FIG? MEET1 8 8 3 8  s e a m .

LES cosel;.ww; lag; ¥i&i'rI;M€N5 sort 1ELL¥.8 53353 e**a;4n<naee:§s oz '8E451:4 e. 55158 £38 up we DE
4- :nur - :Az loa.  ws r1g!£9v£9 Eli  9ms9w¢= $88998 SUI€l{$ *  IK: '2 r li i fw 22;;.I{::1 °ssv~*§i> 5 no

s IESERVEE l.£ 0945 ws: RI8¥£li!R *mm £,!VRAi3Q!~? M! mesa aw Ni: w»3:==°8u go F59 *err rwnlzxms



J

i

>

*38,?,§T.I'S

We appreciate your business! I Nous apprésgians volte clieaiéké
Far account enquiries: i Pour inmrmativn ; s00-47a-940sx6

'».~a»\

1

1

1

1

1

2Q31~lcA
A L G O N Q I I I ! !  P O W E R  S Y S T E M S  I N C
F U R N I T U R E  O N L Y
2 8 4 5  B R I S T O L  C I R
O A K V I L L E

sox 5500
DON MILLS ON Mac 31.5
$08.81! 1: A1{£)'Jl\ll no.
re $.31 w a s ' are L°msa9=°='4.¢z¢

.~n tmsr: wax rc;1 1>A\'5=.?( ,

*n

QTff;

891032192RT

1

1

1

1

1

G RAN D 8<T0'6*_
An Wlladllur Company
Ume mmpqnlo unmann-

{

: A  o u c o o o o o o x u o s s
o n e  B U T C H  a v/ c n o s m a A c x

v e n d o r  p n r u h  A v z n o c n
2 0 - r i n i a h  S e l s c c i o n  A W K  A vx w r t w u o n  H o r n e r
5 0 - B a n  s e l e c t i o n  A H  A V A N 1 '  n a n n y  B M E
P i n t !  D o l c  x Q P B \ \ 1  s w a n  w / c ! . o 8 o n  B A C K

n o ; O f f i c e  3

7 0 - G r o a m a c s  R a  r o s a -  r o s r r r o n  2
S0 ~ u i» c . / H An D L I s  u s  s u s a n n  H a n n a : / 9 0 1 . L
P z c d  D e s c x L A ' . v8 L  r n . : / l u r n u s n c z  c o u h x x r z a
-man. Q t t i o e  2

I A 8  ovcooooooocsos
& a c k h o n t d  f o r  H u t z e h o s .  8 0 9  P e i

v e n d o r  P l I c l !  A T 8 7 0 1 6 .
1 0 ~ T e x e i 1 o  S e r i e s  S e l u c c i o n  0 4  u s u b n s w n u v  o m w i  0 4
o 4 r A s a u c  a s A e c w w
n e w  A C 3 5  \ U \ I K  u r n
P 8 9 4  B a 1 c a - A c x a o n n n  7 0 "  x  1 6 '
' r e l O f f i c e  3

: A  n u c o o o o o o u o s a
mo o n s  w n n n n l vx n s

Vendo r  P a t t i :  AD O O R 72
t o - r i n i s h  s e l e c t i o n  AD I ! !  Avn n r n w o c n é  H O W ! !
7 0 - G r o l n w e n  1 . 4  4  L O C K S o n  c x 8 x u n
P rod Des¢sDooR8 w / Hannmuzz
TAOS 0 £ £ i c o  3

: A G U C 80000005867
3 6 "  x  7 2 "  r i g h t  s i n g l e  p e d e a c a

Ve n d o r  p a r b t h  A3 6 7 2 S4 R
2 0 - r i n i s h  S e l e c t i o n  M B  A w u r n w o o d  H O H E Y
5 0 - B a n  So le c e io n  AH  AVAN 1 '  H O M E !  n u n :
70 - Q r nuna lan  r e  r oc k »  P O SI T I O N  2 ,
p r od  D aac z s ! mL t  mann -  P I D R B TAL  onus

3 'A-aa; o f t i c a  a
: A  vw c o o u c o o o z s z 6

2 4 -  d e e p  o x t u n s i c n n .
Ve n d o r  P a r r i s  A2 4 4 8 8 1 ,
2 0 - f i n i s h  8 a 1 ¢ ¢ t i . o n  A w n  A vmr r z w o o m a o mw
5 0 - B a s e  S o l  a c t i o n  A s  A ve r  n o u n !  s a l s a
6 5 - l l o d e s c y  P a n e l  3 1  u o n a s w v p A § 3 L - 3 / 4

I

770989

O N L e n  7 H 7

g

E

inv(}icE f FACTURE
¢ B ,~,y,. ,<<... ,

na

oooou

:.Isié.§". w e . > 4.

10/27/2068

MI

44}

612

8.3;9.83.

8

EI.

1D01640'f01
M

2 2 5 . 7 2

2 6 0 . 7 2

547 , 02

1 1 8 . 2 6

:ea .  96

sew ro nccouret no
*+ :ah exanswze mc. L sxréamn

ALGQNQUIN POWER SYSTEMS INC
FURNITURE ONLY
2401 BRISTOL CIR
oAKvxr.LE

I

ii

i

}

9

i
s
i

I
'w4l=Is.*"W1:w~ *Ar 4 . .

"il&§*'P"* ¥am"&4$¢;»

nor

N a ?

NET

N I T

nu'

4

»

8
3

l

i

3

ON

773704

3 6 0 . 7 2

2z5n2

547492

2 2 9 . 9 6

1 1 8 . 2 6

L68 589

4 O F 8

2 2 5 . 7 2

2 2 8 .9 6

567 . 02

360 , 72

1 1 8 . 2 5

oz in

I

8

. 5

i?G~.i
i. . .  1

res

PT

kG

PG

s

4
i
4

5*l¢vln&nr ¥ER!.'»S 1Kwf as 2.-*-= i ET aeaovs 4.nw 888 GF uuvoice PAST ME Atwwns
*go Sl8liélifl¥ In at s at? r»..~vx.*.t:ea*s €.e{Ai3!3i8 GRAM# a iv nsssnxfes Toli new to
wane n &§£¢:>'°.¢i1+li1 I() WS ?0¢l&I% 'war no WG? :nest ram :rams

Lie ccuwazams Vt: i*M&HEHT .mar T:a.,.£s QI!! =aes:tz1u>l1a¢£€s C!8£"I$l!£» A !*AR¥!I< Isa: in l8l~ ! E 08
FJ'lcl°uRA19l¢ L85 scwfes £94 9\'X3F¥RM§(I lii 3(.`*l*l! amass * ex::~. :f am ax I5.rij[,: F anna:4 rev
SE: aesmfs LE. anon no n;:alm `l'f)!I1¥£ uvnnawa Ml czar au! no RE$PE{l~"! was cos aminnazane



5

We appreciate your business! /Nous apprégions Notre clientele!
For account enquiries: I Pour intormetkm . B00-C78-960526

.g'3.p 4

1

1

I

1

1

9

:ox-ma
Ar.eonQum POWER sysrlnas INC
FURNITURE ONLY
za45 BRISTOL CIR
OAKVILLE

FL2.l$£' vowr 'ac : s>avz4\ *

s o u :  s h o o
D O N  l ( I I . I I I B  O H  I B C

'3C'i.5¥l3lC\8{)lJ8! was
h \ 4 *""I\.1* l'E L W G H 8  r a w

: .  81wr 1

a94032192n'r

1

1

1

1

1

G RA ht o8TQy
Company

mA euL000000021s5
hall-co-floor, left psdostal a

Vendor Partly Aa6nsu.

L A  G ( 1 " f ! 0 0 0 0 0 0 0 4 0 8 9
O P E N  H U T C H  W / C L 0 8 B D  B A C K

vendor parch Avzuocn =
20-rinish selection Ann Avnrrrzwoon HONEY
50-Ban 8e1ection AH AVAIW HONEY BAS!
prod Desc¢GPEN IRITCR W/CLOSED BACK
TAG1 off ice 4

:A euc0oooo00sas¢
Left lateral £110/kneospaee Cr

vendor ranch mnznxx.
20-Finish Baleccion ANR Ava14'rzwoon HONEY
40-Ann KA nay Anzxm
50-Base Solution AH Avmu- HGNEY BASE
7o~awm»e» FT I'OG2~ POSITION 2
80-misc./HAnDLEs ms SILVER HANDLE/PULL
Prod DolctLAT1\L runs/xxmxsncm CRIDBNZA
m a l Office 3 1

:A eucooooooonas
'raakboard for Hucchol. Br pry

vendor Puztlh A'Ia'7016
10-Télltill Soriou Selection 01 upnoLs'rEoy saenz 04
0IYABR!C ACNT nccuu'
Acxrr Ahas wma BEIGE
pond Desk»rACl<BOARD 70' x 16"
'DAG1 Office 4

:A avcooooooo4.09a
DGOR8 wnuanwnnz

i

3

770989
3L5

ON

20-Finigh selection Awa avmwmeuooo Homma:

vendor Partly Anoonvz
20~Finish Salaccian Arm Avnwrxavlnon noun
70-Grommtn 1.4 4 nocks ON CABINET
Prod Desc 1l1OOR8 W/HRRDWHRE ;
'rAol off ice 4 i

70-Grommets 92 !'0G2- POSITION 2
Prod Daxc:24" :man sxnnsxon
'ram off ice 3

L63 7H7

ha ¢...

v  1 9 .  , ,  ~ , .,, :*>»4>§'~'
iNVOICE I FACTURe

ooooaa

<3.s.§;w§ 1001640701
,;+.»

517.02

360.72

225.72

118.26

686.88

Soup i s an. : nuns vo:
N' uh ¢:a>nr4e ah LEI.PE¥§iTif}N

ALaONQU1N poona SYSTEMS INC
FURNITURE ONLY
2401 BRISTOL CIR
OAKVILLE

»

E

fi'I:< K'
res

N E T

NET

n e w

NIT

:Mr

1

I
y
.
i

547. 02

ON

360.72

225.12

773704

118.26

686.58

xi

Lea 589

s or a

547.62

aso.vz

225.12

686.88

110.26

g

*pp

1

§1.?

£ p q

3 9 6

3
g

w t

;

i /»1,...

PG

23

3

x

3

o

la

pavlnseu wana 488 n .  = ; *
».R&e2!8L#£f i n; : .  aM r
%1TliI4$!.B $8198'!.!8i.\ to

.ow - f~5GV£ bRoi l was or I I»*¢KIE. we :sun ¢~C{JOi8! i¥£
'IF I-1v¢,££:.* '!  $589865 anan a T0l£ xesanvc:s wt: mean! 11)

'1¥"".rI¢ER5. } '! l*1 90 NG? IEE' Tl!! : 'S& :suns $811E8¥E!% \!¥§ LE 8964! Ur. 9E% "€'8!9 *via Jaaws

Ll€$ qnuqg EIQES DE swezmsm 9599? res we OUE as NI !<85§§.'£5 Ci u&8:~:u*..5 PAIRR as '.¢'\ mar tx:
Hn?Tl.|Nl1IlH tit ¢onrra El wwralu: I-E*>¢"-wer $4419?9 A aes 92455 U:: 4439§?. GRILRP: 8 r<=*¢

4 (I Mi fJL'€ii? ow HE95343 <2 4. 94, re €r¢:l>:11=>e¢S



t

BOX 5500
DON MILLS ON Mac 31.5

¥`L*T£¢~%E. ,l¥!§t8t TQ:Y»;;YZ§I'€ z

G RAN D8¢TOY.,
An ¢¢U r Cvwwv
Ume compagnle 98111lr

f

i
I

I

!

E

INVOECS 1 FAGTURE

sow re.: acc om no
H* :be 1;¢a=zr= FE Ne L'&9NETiE\H'I 770989 sun# H) Accwut NO

41 go G©%'4!P¥£992 =..€'XP£DtTIQ§ 773704

000020zosx~ucA
A L G O N Q U I N  p o v n s a  S Y S T E M S  I N C
r u n n r r u n s  O N L Y
2 8 4 5  B R I S T O L  C I R
O A K V I L L E ON' L61-x 7H7

ALGQNQUIN POWER SYSTEMS INC
FURNITURE ONLY
2401 BRISTOL CIR
OAKVILLE ON Lau 589

8S"9F* 994032192RT Q.<;.m.sf.;1, 1001640701 6 O F  a

2

s

1

i
\

;1f
i

3
xi

Qi 1 1
: b e  . a s FET 2 2 8 . 9 6 2 2 8 . 9 5 yo

1

50-Bus Solution as Avatar Hom! up"
70-oxuunnu Mr: msn- posuzou a ;
Prod DelesBI8IG!»8 LEFT rsnnsru. oxsk
u r l office 4

IA eucoooooooasas 3
24' deep extensions.

vendor puck: A244sn
20 - F in i s h  s u loc t i on  Aw  Avam~ mu* ood  H O H W Y
50- B no Se lec t ion  A! - I  AVAN T H O N E Y  az ls8
6 5 - n o d a s t y  P u n o l  3 4  w o u n vr v  P A N E L - 3 / 4
70-Grou1n\eel PP  IOG2-  PGSITION 2
p r o d  D s s c d r '  0 8 1 p  I X T Z N S I O N
m u m O f f i c e  4

I

1 1
6 8 6 . 8 8 new ss6.ss 6 8 6 . 8 8 PG

x

»

s

!
:

ii

1 I
140.40 um 1 4 0 . 4 0 uo.¢o fig

i

y

1 1
I 9 , 6  .2 2 5 . 7 2 Ill? 2 2 5 . 7 2 2 2 5 . 7 2

¢

:A .GUC00000008799
LATR I 4  r n . : / x unns r nc z  C R I D I N Z A

ve n d o r  p a n i c  A 2 4 7 2 L 1 G 1
2 0 - F i n i s h  S a N c t i o n  A W K  A vn x w z u o o v  s c a m !
4 0 - A I M  K A  x i v  A x a u
50~ B e. oo  Se lec t ion  AH  Avur r  H O N E Y  B AS!
7 0 - G r c m w u  r e  m o z -  P O S I T I O N  2
0 0 - mi s c . / H A n D L E s  ms  S I L V I R  n u mb : / p u L L
p r o d  D ¢ l ¢ n L A 1 ' R L  r n . : / 1 n u n s r n c x  c n n mu n u
TA81 Q r  t i c e  4

§¢A annooooooos os a
\ B l a c k b o a r d  f o r  R u t c h e a .  8 0 0  P e i

V l n d é r  P & ¥ t # :  c w s vo z x 4
10-'rextils series 8¢1»¢tion 06 0YKbLS'rBR! Gnni 01
au-xnare Act mum 1
ACUT A835 WARM BEIGE
prod UQ'Q}TM@Q[l9D 'IO' x 21.25'
'radix office s

:A sueooooooowsa
noons  W/ I M R D WI I I

ve n d o r  P a r r i s  A n o o x w a
2 0 - r i n i s h  S o l n c t i o a  A m p  A v x m z w o o n  n o m !
70~ f Gxomn»t l  LE  4 LOC K S oN  cAar nz ' r
prod DCl¢1DOORB W/KBIUUARI
TKB1 O i i i c u  s

1 1

g
8

E A G uc00009004944
3
;

c w s n n  8 * ¢ X  I I U T C K 4 1 2 . 5 6 Na? 4 1 2 . 5 6 412.56 i s

;

8.

¢
I

s.
591.El*813 FAY

ax 9 vrsszsa > $ CONTINUEDWe appreciate your business! [Nous appréqions Notre clientiNel
Far account enquiries: lPourintsmation : s00-cvs-940516

r w  4 93, !a9*

449 -n 4 - -w£i
4.457 .

9A?!lE'!I'! ?t:¥='M& Ares. ,\g 3¥hl: [5 Araavz P9014 z>At€ OF i!4'0'l£ met we Acwusrs
ea:. $l.H3Ji.t 'JI£ in a. * 1 E s - n\w~F :z ';  £ '3¥AI<GIE Ga lan a  raw  rt s sanv f aa  wE mom ro

wi¥H!&¢ki> $ilil'*'4€;?i22 wtlzs ac»\l£fe$ ER£~Y Sm wt ahs! "'*{a8£ rsrwas

Las {2Qli{1§€l{"fN$9E wisest gem :£Ll.£'S Aus g£}iTI»JI£§£££$ ClRES'JU:E * P»'*¥tll!R lx: f.A we as
mczvnmou L¥s 5¢,|_4pq£g EN 5€iliF$l?A€4CI: swear sums * :shin Fm .' aizrzuu (380191 TQ?
SE a£s£avs La anon na R€?é*8R ¥1JUIl s tI'!RAs8(3!23 u cum £}IJi NE we sffaazra r>.=s~ £58 cannlzuws



BOX shoo
DON MILLS ON M3C

¥*{.£»E3§ 3i!»'i¥ i CO g av £523 A

O
` p G RA N D8¢T€}§2

Au mg-nr Company
Una compqnle DMm!!!

ans

i
I

|

7iw~A'=.. xFlir .w : 1 "8lliwi:'= '=xv.v..
lxvolw I s<Ac'rul2£

w ; < =  . .
R.€':C *"A"i /

1 0 / é v f é o o a

6 1 2
ewe

u

§""
K
E
8

.;..
4
8
e
g .
r

I

s-Jw go a<:a:e>ul4 r no.
1 vs: =":=>aar1s? L'Acil&1' r a m 770989 SHIP TOAcwuearNO

N' are we: (: 9!5 =..'erxmaamQn 773704

:ox MCA nonozs

ALGONQUIN POWER SYSTEMS INC
FURNITURZ ONLY
2 8 4 5  B R I S T O L  C I R
O AKVILLE ON L63 am

Aneouq uIn PO WER SYST EMS INC
FURNITURE ONLY
2 4 0 1  B R I S T O L  C I R
O AKVILLE ON L e n  5 8 9

g;.<..?..;'*.P5 89l032192RT €J.'3.§. Mia 1 0 0 1 6 4 0 7 0 1 7 OF a
..w.¢= .-<~ ».=

"e'§¥31 : n t r a m . n
pg; re:

1

i
i

»

Vendor Part#s C'72HOCB .
20-Finilh sexeccion Aw:-1 Avxnrawoon. noun
45-udginy Rx. FLUTED EDGE
50-Base selection AH Avnrr BONBY ms:
70-GrcInuses Ra waz- poswrcu z
prod Dcl¢:=<2L<>8BD BACK Hwan
TAG1 Oflica 5

1 1

zs2.ss NET 262.99 262.98

?

1 1

vsv.as NWI* 757.89 767.ea pp

:A @{g9000007l64
24" Deep extension 'rable. 'reno

; vendor Darth: C24l8N
j 20-Finish Beleenion ANR AVANTEIVOGD HONEY

45~Edging IL F1-UTED :man
50-Bale Selection AH AVAN1' HCNBY BABE
65-modssty panel 34 IIODXBTY PANEL-3/4
70~Gramlu»ts FT rocz- voswron 2
Prod Deucx24" DEEP xxmxsszon
'A'AG1 Office 5

FA oucoooooooavss
IATRL FILE/KNIEBPACK CREDENZA

Vendor Darth: czavznxr.
20-Finish Scloction Am AvAnt¢vlooD uouwz
40-ann pA RI! ALIKE :
45-Edainq re. FLUTED EDGE i
50-Base selection nm Avnlx' HONEY Sn
70-Granunocs vs FOG2- PGSITION 2
so-uuu./Hnunus HE ms unx~mz.x
nod Delcfxnvrar. rrnz/xnnsncm CREDENZA
'rAxsl Office 5

1 1

631.80 NET esx.e0 $31.80 PG

office 5

:A GUC00000002488
roll-to-rlcor oighc Single P04

vendor Patti: C36l72B4R
28-Finish Selection Aw:-1 AvAnt~nwoon HONEY
40-ARM pA xxx ALIKB
45-Edging re. TLu'rtD :ram
S0-Baae soloctian A!-1 AVANT sort! BASE
65-modeny Panel 34 MODESTY PANEL-3/4
'70-Grammars FT FOG2- PQSITION 2
80-misc./HAnDLEs HS HS finns t
Prod D6l6!8!N8LE RIGHT PEDE8TAL 988K
wast ;

1 ¢

5
#4514898?
$::*J.P. 998383 8  S  c o m x u u u o

§ A

We apprec ia t e  your  bus iness !  / Nous  appzég ions  Not re  c lien t é ie !
F o r  a c c o u n t  e n q u i r i e s :  I  P o u r  i n f o r m a t i o n  :  8 0 0 - 4 7 8 - 9 4 0 5 1 6 K= **;a4a4,#a¢11esa&£s~ w.~: S: :¥"

9w-v:.4s5»ar men; .tHE 48 €1n18D aacwr F908 :ware 94: 1awe9ufa !*A$T1835 acr.mur9
*~RE eu9.=8c1 =-J A L*"EI F* Petr.(.ii»l=¥€GE GRAM!419*' azessnvaa we Ruin! in
i\'!T}!l»EOL{t 2418?LIERW 'L .1Ur,¥€>8=l£rt9 Tug? ex: now 9485* *n£-s£93488

LES cm=wirlc=ws 98 £*'ai£\ii"¥iz SONY ¥i§LL59 aazasawwcuaaw r 3i$4119.1 P-*iziisz 34. E :L i»»=.£E UE
F ass :sue t s sn.-444844
» no w all!!! rout' I avvamaouauansrr au: IIE Ii"$\'r<"r nz v=*+ r *w==1s<8ns
rmumm yes rna»uf1 nsuurrauuuf Mann $H*sa- Nisrn-.tant at:

asslanvne now



1 .

E
i
i

8

(
(

8
E

g
»

s

8
3
3

We appreciate your business! !Nous apprégions vat re dientéle!
For account enquiries: I Pour information : a00-47a-9405xs

t'".?'3

1

"£'1,,¢:»~» \*\' £&,

ALGONQUIN POWER
FURNITURE ONLY
2845 BRISTOL CIR
oaxvznnz

Box 5500
DON MILLS

* " L 9 i * ' \ 5 4 '  r a W ?  y { 3  i * * A V i R  ! =

$Q¢t, : U 8CC!8UNl nr.:
is on ¢£411£ om l x-:sas ': we

4

;

3

i

3
E

s9403219zrvr

1

G8Ana&Toy.

V: y\,,

3

}

ON MBC ans

¢

8
8
i
;
i

BA

>4f2""
4

prod Delc:2~v0Ay Post 66",
hardware and trim
projeet:x001413 Algonquin power
Qui to s 005 Evolve s tun :ova

INSTALL
:msrAu.Au-:ou

prod Descslnstallution/Dolivezy
SUB TOTAL

SYSTEMS INC

770989

. n*"'
4 4

¢

ON LGB inv

:;>'

TOTAL oar
TOTAL PBT

aosx-nu

v

|
I

~¢.». ~, :ex :/4/»4a» ,
3

INVOICE I FACTURE

8"

1r

>

ooooau

3

rvacesvw

i
I

L

M~"Nww:¢»Y g r V~v4 . "

Qal¢§ 944

10/27/800s
* ....;¢..w.7l~€

A

""}§§>:m1

|

~w»»4:¢ a;.:

kg)

512

II/r

."i2A1*;J .

339

Q»8_.l5.!°¥

Ineludas post: connocciuw

.I

I

.\.
i
x

1001640701

oosw wma
2 7 la.; .. rest .

Susan

11122 ff

58999 la Aacc¢un¥ mc:
re' ve comma. has z.&x* ..u" few

ALGONQUIN POWER SYSTEMS
ruiwurwunz ONLY
2401 BRISTOL CIR
oAxvn.LE:

%

v9490H In

~"8?*4ea>~8'§"

44 i\~k ~l.¥'}4VA
612

a n

8 x K v I L *L

L ~ .̀.=. 1 AS

It

z

|l

ll..

g

u98.70

ON

773704

s

as 238338
T

Lea 589

mc

é

i

s

I

new 30 DAYS

B

., 4:93. §:l 41 : z~1.\/

u.  4~ »4< " ». §

E

10 or 10

. 2895.08
\43'12.1:

93901.55

6498.70

»

n ,

i
38.8
9

3

)

4;1»
i

8
;.

>

i
1

PG

58
s

5

}

4
3.  ;
1

1

a

.,»¢..

QQ"  m m
v ;4,!¢ z

..'see AFT. AS s=.3»= so aezavf. I 989.1 (338 so no 5z4v:>lr.:!.

... "¢a=.='!£ 8'*1'-Y#'EI!*1Ii»£.:.'?Gi .zsuma '
*I-»I*1i¢1»IIi" 'ff I S..:'.=|¥-".:= l1183 ;l=r.:urn£i:' ':!==*2£ {.PEG

*\*\ B.::
ray 1".1°f1I£'i H!! I:l¢8H"

A48'7Ji:Nllg
f1>

Lat? <,c=4~m1fm-z*=: oh. ?.l\»r "Hes 5998* *fall"E :>=:=: '.':lii neun:42s c. ume .|.
s¢~.(,"£uRA?l£JN :.£t= G'*§'i'*E2s Eli ¢\uy£. MAME \ 5\QM} F .IL • F l l l l i
at" xe*3E?'4». LE Q»"2¢'2!1 08. r-£*£»:°=» talrrlf LlV!'t¢..,e»z4 aa;54,539 ulll as Sean-rf

r urns:8? Lf- p`xig Ne
I DE' rte,u~. In Wit we nr-;An¢= &`t<»(

" .: Ms cos ceznnn5-:e4:=



1111

I

fnv(;t§cf81 FA<:TuaE<

_;» m /W w ,,» .v;4 J/¢;»<.w .~ .1»< ""-"°T"' ............. M-': .;::;*~~r
» g W *w ::'.{~ , ~2I£5¢*<.» ;*§"&<s¢

GRAW D8<TC't2.
612 so nm' 30 DAYS

3

. ac/J »~4,/so /~. us; »»<.u
<44»

v~*":: ,
4 wM»

ea 84/ 4

915155 vfsran T51 PAYER A
sox 5509
new uznns on use 3L5 8p/a7}hooé

3
3

~~141; nxzs/:aaa s

SOL!!  no Acecuuna Sn
H* DF ::cw4pzE DE L'n::aesetssa84 770989

UC? 3 t

l'I*»!' Ra r . c c r * n n NG
R' Rx: cwvra ass L'££JlP¥§2JlT*Jn 773704

2088

ooooao:ox~»c»
AnacmguIn roman srsnzaas inc
runnnunn ONLY
ans BRISTOL CIR
czu<v1z.x.n ON LSR 7117

ALGQNQUIN rona SYSTEMS INC
rumlwxruwzz omer
2401 BRISTOL CIR
OAKVILLE ON LGH 589

a.<. . 'r f t f=.s . 894032192RT a .a . r .=r .=w . 1001640701

i Order l 161422°00 isuza-00
px'ojoctx001413 Algonquin Power
Quote x 005 volvo nm: r¢v4

5
s

3
»

3

NIT 213,30 636.90
i

;
»

i

g

i

i
;

a 3

:we 2 4 2 . 5 5 727,65

3
1

2r6.

2 2

BR l'VhIJA36PH
t Panel NountoN O-vcrhcad Storage 212.30
. paint Colors IB'A'D Standard paint coiorn

Standard Paint Colors nlv Nevus =
prod Denczramol Mounted Overhead Storavo Uri: .. AD
A Cnunpliant

mA . EVADAIGPN
Panel Ml>unt.ud Dvnxbood atorovs 242.55

Paint colors so Bcandard Dain: colors
sunward paint colors iv Naval.
Prod Doacxranel luounzod uvox-head Stexsgo Unit - AD
A Compliant

:A : IVADASOPD!
Panel McunCud Overhaul 8torayo 257.95

Paint Colors so Stanéurd paint Colors
Standard pala: colors no Nevada

N E T 257.95 515.90

We appreciate your business! /Nous appléqkms Notre clientele!
For account enquiries. [Pour information : s00-|1a-9405x6

. 8381* ¥'%8&S82! *+ 1
i

F  S conrrxuunn

pavrla.f 'IT:!»1E» ARE as :~ .4 rs EF A8999 t !h.I!l
A14882688 • 143 \ ,.,.or 9!~"¥étil? *
mwfm 283ii553'£/I1~.= \ :  i  di f8!. ! ' Kb

58 l`
HA? 1if }.'y

' » = " i3 ": iv i. p a "
<" '~v  =: f : . : - . .~*1'>
n u ;  \ *EIEl.!'

-181 !j'§f\§}'J<
I In

..1
!

Ur

-=i~1.," h w»1=. .=- : .4 '  ' z :ms
,  "1~k_!xUII IES i;v*. 'P1*.)  $!(""4 l5R,19(£

':>~Y. _r ;=s¢!:'=I no pa .uv=»  -vo '

" " " 4 >x , , ; ¢  . . . . .  "ii . . . . .

r \ ': ;¢=.=: :<, l'=» . s

447 '"I`:2k e.>;m€* <7
"===-;»*' €aaT Ni A =>
41 i " €  L `  " ;

4:  i y  I

1 := AW-¥i£!R aL l=.»~-- UF*
3  : r =. ; rm:8 8 *av
'Si FS £.(!l~8[ii9i{*9€S

m .,$zzzQ»=
z ~ : vs ,  c l



a

Z

i
E

We appreciate your business! f Nous apprégions vutre ciientéle!
For account enquiries; /Pour inlcrmatkm : sao-ns-scosxs

14'

Fm x.:

T.; Tm.

18

is

7

9

5

1

9

xv

ALGONQUIN POWER
FURNITURE ONLY
2s4s BRISTOL CIR
OAKVILLE

x

i

;

sox S500
DON NILL8

=>i.a1<n:»5 Rainy in m'¢¥9v 4

we ro ¢\I"C4.)alMT in
4' on cm4r-rs: me ;.w,°!4*atznR

Y

i
3
I

n

,

18

i s

: sure
.. we _4. .

894032192RT

9

7

5

1

9

G RA N98<Toy,.
An UMIOIMI Company
Urn cumpqnle a i l !

ON Mac 3L5

Prod Doocspanol lountod Overhead sboraoo unit
A Compliant

nmJ s v nna s o rn
Donal louncod Overhead Btoraoo : 272.80

paint Colors STD standard Point colors
standard paint Colors Nov Movado
Prod Dosc:pnno1 mounted Overhead storaoo unit - AD
A C o mp l i a n t

aa:zs00ooooo4svs
post zxtonoion - Data/Gonna Loy

vendor Portia svnpr64
paint colors WMV movado .
prod Doaosrostz liattanoion -» Damn/copuu Loy-in Ev hi.
ah .

EA z:sooooo0045'ra 3
Cant i lever 1a~ Lon:

: vendor part#: IVHCIUL
paint color! xv Novus 8
prod DolcsC\nti1over 18' Loft =

i

E PK :E80000000(578
coz-nu: Nrackeu Loft: and nigh:

Vendor: pnrth svucaz
paint Colors NIV BavadA

u =zs0oooooo4s1a
Cuntilavor 18" Right

Vendor: Pattie !VI~lc18B
palm: Color! NIV Nevada
prod DoleMnncilovor 18" Right

no. ¢s00000004ss9
Cantilavor 24.» Init:

vendor Part#: nvnczu..
paint colors xv Nevada
prod Doacsconbilavor 24" Loft

:A

sysrsms

xsooooooocsss
Cumtilevar 24- Xiqlxt

Vendor Paxtlx mm<:24m
paint colors nay Woven

prod Dc»4:»Canti1uv¢r 24" Right

770989

ON Len 787

:ox-wr;
INC

I2008

12795

w».>&&-

1.44v ,~ "

ll~ivo!cE l FACTURE

ooooao

6 1 2
4:

;,»

.»=<. 44

~~»»x~e ~»

GO T;m l .

E

Q
3

3.
.. AL

1001646701
. . . , 1 .

BEEF* ro acoouu mc:
HI iv: 130458918: me veaeréovrama

ALaONQU;rN POWER SYSTEMS
FURNITURE ONLY
2401 BRISTOL CIR
OAKVILLE

29.15

47.85

29.15

33.00

33.00

7,10

at~;s'84'i7¢8"."*¢»»»§#°' _sun
.612

w

vs:

NET

NET

my:

:we

NET

NIT

¥
f

E
f

i

1

ON

773704

272.80

47.85

29.15

29.15

33.00

:Lao

7.70

L6!-I ass

INC

8

5,

2 OF 1 0

2455.20

4 xx

334.95

sJ4.70

524.70

165.00

33.00

69.30

2?
s

9 .

1 ¢

£14 , .

, 13
¥PGZ .

I

Jo
;pG*
2 .1. .,

..3

3

3

.4
s_.

M -
9  S, * .

*:».. é
.1

=,§
*4

. ..~;,

;x>¢,3

PG

rfavsaiur lFRli$ ARS.}5 sTAYEd nevi FRG! !885 Gt swoiezt: pA51 w@ Anooux93
ARe: $iJ8J€C¥ TO * Lh¥£ pay8E!¢l 1:n»n¢s axnnmn & iv H¥i$El'wE.$ :Asa ¥¢iG4T be
*"§Y! !H='Jl{2 sxwlwiérns TO cusnm:res rm! no RG? man WESE raxrss

LF* l¢\!8l¥E9N§ es FMEl%i"H'I' £698 be:L¢es QJF mztstaounees cmessus A p¢~_3gq as al :we ve
F*{ run-=1w~.! L59 4439391218 EN sauzw4zAalt1= §3E¥K3!i! S{3JE¥S 9. MES I-RMS (IE csaaw scans: s i{Y§'
so q5$FI=Is'?: 8.8: £¥¥CJIE use FiE?El=1?l ¥GUIE Lrvfwszm Mi cL1tur mu as 9;-399:!.I}'!:. p,g,.& :xv wsamcms



»

1

9.8 Lf* vs.

We appreciate ycxur business! [Nous appréf;ions vctre clioMéiei

For account enquiries: I Pour information : 800-l78-9405X6

is HY

27

11

16

9

1

BOX 5500
DON MILLS ON Mac 31.5

Aneouquzu POWER SYSTEMS
FURNITURE ONLY
2a4s BRISTCL CIR
OAKVILLE

1J§.,4*5 »v:ta8r LCM F4u"F€

sum in Nccowif no.
nr £188 cncnvra Ne l.M1¥i£¥&9R

4

2 7

16

11

a940a2192n'r

1

9

G RA N D8¢TOY.
An  a ma u n u -  Co mp a n y
Ume  e o mp n g me  a n n u u n r

8g
*.

8
g

8

nA ss00oo0oos40a
. pedestal Brnckct

Vendor part#: BVHPBI
i paint Colors 8TH Standard Paint Colors
i Standard Paint Colors HBV Movado
j Prod Descarodostnl Bracket

an asooooooosaaz
: 3-way post 66*, Includes post
8 Vendor Partly mvwcrass

point colors xv Nevada
Prod Dolc:3-way Post 66"»

. bardwaro and trim
nn;xsooooo00s4s1

2 4-way pont 66", Includes post
vendor Portia svpcr466
point Colors HBV Nevada

: Prod Doooz4»way Post 66",
nd top cap

BA 8800000006089
rubric Acoustic monolithic pan

Vendor Patti: EVPFAMSGS4
Frmmo Color NEV Nevada
panel Grade »GR1 Fabric Grade 1
outoido position 1 O1 Lower Position
fabric Typo BB Esuonca
tssance ss45 Taupe
Inaido position 1 11 Lower position
Pobric Type RS Essence
Essence E845 Taupe
Prod Delcerabric Acoustic monolithic panel 66"b 54
'w

pA ES00000005B87
I rubric Acoustic Monolithic Pan

Vendor Patti; zvrnnssso
Frame color nay naval
panel Grade ~GR1 Fabric Grade 1
outside position 1 OF Lower position
rubric 'type ms Essence
Essence E845 'huge

770989

ON

P r o d  D e u c s c o r n e r  B r a c k e t s :  L o f t :  a n d .  R i g h t  ( p a i r )

L61-I 717

2051-\\cA
I N C

r "

3

INVOICE I FACTURE

»e»'»<;Zi»": : : ..

1 0 / 2 7 / 2 0 0 8

s o u z a

. ;=.~<..»,~

, . . .= , ,.;
612

ow "L"

I n c l u d e s  p o s t  h a r d w n z e  a

Includasi too: connecting

I
1~
E

x
.¢.

1001640701

267.85

243.65

124.95

106.70

59lif' TO 8C£29i}i»§{ we.
N m cfzwrs GE £'£n=*£os1'=<n»

ALGONQUIN POWER SYSTEMS INC
FUBMITURE ONLY
2401 BRISTOL CIR
OAKVILLE

ls

s.ao

=L* ' = ,  1 :

12/:6u 64 -'3»

= =.,

= z...~ ,,.
>!*z :

6 1 2

, »

=> 4

:we

M:ll!'l'

N E T

N E T

:we

»

3

t

1
E

773704

O N

267.85

106.70

243.65

124.05

NE T 30  DA YS

8.80

.  ! .

. 3
1
1

..1

LSH 5s9

x58511 g

8

, . < J ea : w e

3 OF 10

<,»>s »  .

2410.65

3898.40

1173.70

237.60

121.85

f f .

i re

ZPG

§

;

pa

P G

1

1

i

I

l>6I?1?.3?I>2¥vavusvn mimes me AS sIA'r'.§a i-.8iWi: 8"R€.'!.! £1-99. ,x :dance vas? we Acc4>e:n :»
#RS88848.43 WA MTE P='fW$é¥ cause 4.>F:h!11) a :no HI.$I*ERIs'F$8 'ME rnfmr ro
wnwuxn 8!BM1E6I¥$ 'O cusromans IMA? 1313* nm 8é{'E? "*5!§£\§: ? I: asf

i Er L'€:'l"i i=<m'~ #4:
*Iii{U$¥N"ia"!¢ :.%11 L<*HI»*!'PT'
"Jo 4.=.!:¢'4'i:¥ r €'R'.=s: as QB

s o fa !  Te n  E T r a m :  ! . !E } ! i ¥ N ¥ i I 8 $  . °  * J £ . 4 4 5 8  8  P A R ¥ !R =  s = s  L A  9 A ¥ i 1  g o

ex $¢'J?FRAHC€69843944 SWE" a * l**E$ rwas Ill cvawn seamsl: far
.TEMR TG}T£ l !*JR»"lsoH an 8485¥ cyan up Wi8995 ¥ p*~; £385 €("l5£il ì §l:>l*I
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Curved left: w/a with :mm plc as

vendor Partzih !W lVL242¢
worknurfuce Finishol ~tlp High preonure Laauinatan
High Presaura Lamllinxtos 4809-6089 011q491n
plc 'A'ri,m Colors no Nevada
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curved hit v/» with Blur plc e
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prod Denexcurved loft who with 3nmi ac edge trim 1
1/8" thick 24" x 54"
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1/8" thick 24" x 60"
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v a ns  Th r u Ca b l e 7 0 '
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ARIZONA-AMERICAN WATER COMPANY _ ANTHEMIAGUA FRIA WASTEWATER DISTRICT

Docket No. WS-01303A-06-0403

Test Year Ended December 9, 2005 EXHIBIT
l Schedule GWB-3

RAT E BASE I  ORIGINAL COST In ,948
(A)

COMPANY
As

FILED

(B) (C)
STAFF

As
ADJUSTED

i

LINE
NO.

STAFF
ADJUSTMENTS

1

2
3

$ $ $Plant in Service
Less: Accumulated Depreciation
Net Plant in Service $

82,723,060
6,175,116

76,547,944 $
1 ,047,620
(1 ,047,620) $

82,723,060
7,222,736

75,500,324

LESS:

4
5
6

Contributions in Aid of Construction (CIAC)
Less: Accumulated Amortization

Net ciAo

38 6,305,605
82,882

6,222,723

$ $ 6,305,605
218,610

6,086,995
135,728

(135,728)

7 Advances in Aid of Construction (AIAC) 42,956,227 42,884,958

2,930,015

(71,269)

4,692,038 7,622,0538 Imputed Reg AIAC

9 imputed Reg CIAC 212,488 75,616 288,104

10 (403,083)
16,377

(403,083)
16,377

Deferred Income Tax Credits (Debits)
Investment Tax Credits
ADD;

11 22,961 22,961

12

13

14

15

Cash Working Capita!

Prepayments

Supplies Inventory

Projected Capital Expenditures

Deferred Debits

16 Purchase Wastewater Treatment Charges

17 Original Cost Rate Base $ 24,636,158 $ (5,608,276) $ 19,027,882

References:
Column (A), Company Schedule B-2
Column (B): Schedule GWB-4
Column (C): Column (A) + Column (B)
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I

Direct Testimony of Gerald Becker
Docket No. WS-01303A-06-0403
Page 2

1

2

jobs, I worked for 15 years as an Auditor, Analyst, Financial Analyst, and Budget

Manager at United Illuminating, an investor owned electric company in New Haven, CT.

3

4 Q-

5 A.

What is the scope of your testimony in this case?

I am presenting Staffs analysis and recommendations in the areas of rate base, operating

6

7 Company,

"Company") application for a permanent rate increase in its wastewater rates.

revenues and expenses, revenue requirement, regarding Arizona-American Water

Inc.  -  Anthem/Agua Fr ia W ater Company,  Inc. 's ("Anthem/AF" or

8

9

10 Q- What is the basis of Staff's recommendations?

11 A.

12

13 increase.

14

15

16

I performed a regulatory audit of  Anthem/AF's application to determine whether

sufficient, relevant, and reliable evidence exists to support the Company's requested rate

The regulatory audit consisted of examining arid testing the f inancial

information, accounting records, and other supporting documentation and verifying that

the accounting principles applied were in accordance with the Commission adopted

National Association of Regulatory Utility Commissioners ("NARUC") Uniform System

17 of Accounts ("USOA").

18

19 BACKGROUND

20 Q- Please review the background of this application.

21 A.

22

23

24

25

26

Arizona-American Water Company, Inc. - Anthem/Agua Fria Wastewater District is a

certificated Arizona public service corporation that provided wastewater utility service to

approximately 8,700 customers during December 10, 2004 to December 9, 2005, within

the Anthem subdivision in Anthem, Arizona and the Agua Fria wastewater district located

in Maricopa County, Arizona. Anthem/AF's owner, Arizona-American Water Company,

Inc., is a wholly owned subsidiary of American Water Company. The ultimate parent is



LINE
no. DESCRIPTION

PER
COMPANY ADJUSTMENT

PER
STAFF

Bella Vista Water Company
Docket No. W~02465A-09-0411
Test Year Ended March 31, 2009

Exhibit

COMPANY ESTIMATE OF STAFF'S ADIT USING STAFF'S WORK PAPER SCHEDULE

[AI [B] [C]

r

Tax Value of Fixed Assets
Less: Book Value Fixed Asset Value (From Line 22)

Subtotal
Multiplied by
Nonwnrent Future Tax Asset/(Liability)

s 7,035,952 $
13,219,320

$ (6,183,368) s
38.6%

(2,386,780)

(305,461)
{3,451,541)
3,145,180 S

38.6%
1 ,214,425

$ 6,730,491
9,767,679

(3,037,188)
38.6%

(1,172,355)

1
2
3
4
5
6
7
8
g
10

Tax value of AIAC
Less: Book Value of AIAC

s

\

Multiplied by probammy of Realization
$

s

- s
(6,781,443)

$ 6,781,443 $
30%

$ 2,034,433
38.6%

2,034,433

(352,347) s (34717) s

-  $ _

- (S,781,443)
- s e,7a1,443

30% 30%
2,034,433

38.5%
785,291

(387,063)

11 Multiplied by
12 Noncurrent Future Tax Asset/(Liability)
13
14 Not AssetI(LlabIIlty)
15
15
17
i s
19
20
21
22

1

Plant-in-sewice
Ag¢um_ Depress.
CIAC
Fixed Assets

Book Value
Per Company
s 25,625,205 $
5(11,909,440) s
s (496,445) s
$13,219,320 $

Book Value
Adjustment staff

(1 476.144) $ 24,149,061
(9,954,974)
(4,426;407)
9,767,679

1954,466 s
(3,929,963) $
(3,451,641) $

References:
Column A: Company Schedule B-2, page 5
Column B: Testimony. cos, Company Data Request Responses CSB 1-1G and 1-11
Column C: Column [A] + Column [B]
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